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Omnicom

COMPARATIVE HIGHLIGHTS(a)

2003

5 Vr, CAGR

(Amounts in Millions Except Per Share Amounts}

Operating Data:

Revenue $12,694.0 $11,376.9 $10,481.1 $9,747.2 $8,621.4 11.0%
Operating Profit 1,659.1 1,483.5 1,339.8 1,215.4 1,919 11.0%
Net Income 975.7 864.0 790.7 7235 631.0 11.3%
Earnings per share:
—Basic $2.99 $2.52 $2.19 $1.95 $1.08 14.3%
—Diluted 2.95 250 2.18 1.94 1.68 14.0%
Dividends per share $0.575 $0.50 $0.463 $0.450 $0.400 7.5%
Common stock data
Weighted average number of common shares
and common equivalent shares outstanding
during the year
—Basic 326.0 3429 360.7 3714 374.5
—Diluted 330.4 346.1 363.6 373.2 375.1

PERFORMAINCE GRAPH

(a) In accordance with SFAS No. 123, “Accounting for Stock-Based Compensation” (*SFAS 123"), as amended by SFAS No. 148,
“Accounting for Stock-Based Compensation — Transition and Disclosure, an amendment of FASB Statement No. 123 (“*SFAS 1487,
we elected, effective January 1, 2004, to account for stock-based employee compensation using the fair value method. As a result,
the fair value of stock-based employee compensation, including unvested employee stock options issued and outstanding, was
recorded as an expense in the current period utilizing the retroactive restatement method as set forth in SFAS 148. Accordingly, our
results for the prior periods have been restated as if we had used the fair value method to account for stock-based employee
compensation, On June 25th, 2007, pursuant to a two-for-one stock split which was effected in the form of a 100% stock dividend,
each shareholder received one additional share of Omnicom Group Inc. common stock for each share held on june 6, 2007. In
connection with the stock split, dividends declared and all current and prior period eamings per share data have been adjusted to
reflect the stock split in accordance with SFAS 128 “Eamnings per Share.”

The graph below compares the cumulative total return on our common stock during the last five
fiscal years with the Standard & Poor’s 500 Composite Index and a peer group of publicly held corporate
communications and marketing holding companies. The peer group consists of The Interpublic Group of
Companies, Inc., WPP Group ple, Publicis Groupe SA and Havas. The graph shows the value at the end

of each year of each $100 invested in our common stock, the S&P 500 Index and the peer group. The
graph assumes the reinvestment of dividends.
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Letter from the President

Dear Fellow Shareholders

Stated simply, 2007 was a terrific year for Omnicom and a

confirmation of our strategy of seeking consistent returns from a
e } : . .

diversified, yet complementary, portfolio of outstanding businesses.

Earnings per share grew by 18 percent, driven by record revenues
that featured strong contributions from ail markets and disciplines.
The talented teams at our agencies captured a major share of the

world’s awards for creative excellence, and we continued to invest

to ensure we have the depth and breadth of skills our clients need,

wherever they need them.

There were several notable

- |
transitions at our agency networks

during 2007. At TBWA Wm“ldwide,

. \
Jean-Marie Dru took on thtF

position of Chairman, passing the

reins of CEO to the netwo}k’s

President, Tom Carroll. Lee Clow,

who had served as Chairm‘an, will
continue to lead the evolufion of
TBWA's product as its Global

Director of Media Arts.

Late in 2007, the Omnicom family
lost a great friend and founding
colleague with the passing Bf Phil
Dusenberry. Phil, named one of the
“Top 100 Advertising Peoplcl:” over
the last century by Advertising Age,
was a true legend in the business.

As Chairman and Chief Creative

2007 Financial Highlights

Diluted earnings per share rose
18 percent to $2.95.

Net income increased
13 percent to $976 million.

Worldwide revenue rose
11.6 percent to $12.7 billion.

Advertising revenues advanced
12 percent, CRM 14 percent,
Public Relations 11 percent,
and Specialty Communications
6 percent, excluding a prior-
year disposition.

Operating income grew
12 percent to $1.7 billion;
operating margins were
13.1 percent.

Cash flow from operations was
$1.6 billion.

Officer of BBDO New Yorkl and subsequently as Chairman of BBDO
North America, he helped transform BBDO into a creative
powerhouse that produced some of the most memorable campaigns
of the time. Phil’s motto —“The Work, The Work, The Work” —
remains the touchstone by which BBDO, and in fact all Omnicom
agencies, judge and promote the quality of their creative output.
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And in that regard, 2007 was a stellar year. BBDO Worldwide won
top honors as the Most Awarded Network in the World from The
Gunn Report for the second consecutive year and a record fifth
time. TBWA Worldwide took third place, with TBWA\Chiat\Day
winning Most Awarded Agency in the World. BBDO Worldwide and
DDB Worldwide captured first and third place, respectively, in The
Big Won as the most-awarded agency networks across every media
discipline. At the prestigious Cannes International Advertising
Festival, BBDO Worldwide and DDB Worldwide took first and
second place honors for Network of the Year, while OMD was
named Media Agency of the Year. And Tribal DDB Worldwide,
exemplifying the acceptance of digital communications as
mainstream media, became the first-ever digital agency to be named
Global Network of the Year by Advertising Age.

It is hard to overstate the importance of “The Work” to Omnicom’s
success. Creative excellence is the very soul of our business. And
when it is backed with outstanding service quality and measurable
results for clients — which our agencies are among the world’s best
at providing — our investments in creative quality pay consistently
outsized dividends over the long term. We saw those returns
reflected in another year of record revenues in 2007.

Investing in our relationships

As we've often said, the investments Omnicom and its agency
brands continually make to strengthen our creative product, broaden
our strategic platforms, or extend our geographic reach have a
common purpose: We want to meet more of the needs of our largest
clients, wherever and however they do business. Omnicom was an
active investor during 2007, adding measurably to the skills, tools
and talent that strengthen our existing businesses, deepen our client
relationships, and deliver tangible returns to shareholders.

While meeting more of the needs of our largest clients may seem
like old news to some, it is a strategic premise that continually
renews itself as we find more and better ways to serve clients. And
nowhere is this premise more evident than in the ongoing and rapid
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integration of digital communications into the marketing mainstream.
Across disciplines and geographies, Omnicom agencies have made
significant progress — some would say creative leaps — in finding
new ways to blend digital and traditional media to provide efficient,
dynamic communication opportunities for their clients.

New technologies provide consumers with opportunities to express
themselves as never beforé with content, media and brands — and
each other — in diverse and innovative ways. Consumers of all ages
are interacting with products sharing information and executing
transactions differently, and clients are adjusting their marketing
spend accordingly. So the conventional advertising or public
relations campaign of just a few years ago now requires our
agencies to be proficient across a much broader, integrated and
interactive communications platform in order to create engaging
dialogues between brands jand consumers.

As this evolution continues, our strategy will remain focused on
building resources, scale ahd unique capabilities that allow us to
benefit from these changes and add measurably to the skills, tools
and talent that strengthen our client relationships and deliver
tangible returns to shareholders. Our success to date in meeting the
needs of clients in this diglitally enhanced marketplace was
underscored recently whelll Advertising Age ranked Omnicom as the
industry’s largest digital holding company.

We believe that Omnicom’s agencies and networks offer a great
advantage to clients who must deal with the issue of getting
consumers actively involveéd with their brands: Our client-centric
culture enables us to create formal and virtual collaborative
networks that are relevant|to a specific need. This allows the
sharing of skills and resources across agencies and disciplines to
address all aspects of a client’s marketing challenges. It is an
organizing principle that clontinues to be very effective at enabling
our agencies to embrace the challenges and opportunities that the
evolution of the marketing communications platform is presenting.
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Investing in our communities

As an industry leader, Omnicom promotes socially responsible
policies and practices that make positive contributions to
communities across all of our operations. Whether our agencies are
involved in reducing their impact on the environment, deepening
the diversity of their workforces, or lending a hand to their
communities, we believe investing in our communities is more than
smart business — it is the right thing to do.

Environment There is a clear need and solid business case for all
companies to reduce their impact on the environment. Our agencies
around the world are actively involved in developing and
implementing efforts to reduce their environmental footprint, from
office-level initiatives to decrease energy usage to networkwide
programs to drive down their carbon footprint. Our aim is to reduce
the environmental impact of our activities associated with our
business and to seek continual improvements in the management of
energy usage across the Omnicom family of agencies. In one
particularly innovative program, PHD, our media network, plans to
quantify for clients the life-cycle environmental impact of a wide
variety of advertising media options.

Diversity One of our stated goals is to build cultures that promote
creativity in the multicultural mainstream marketplace. We moved
closer to that goal during 2007 with the formation of the Omnicom
Diversity Development Advisory Committee (DDAC). The committee
comprises eight distinguished business and community leaders as
well as past and present Omnicom executives. The DDAC has a
broad mission to advance the diversity of the advertising industry,
which includes improving its ability to identify and attract minority
talent, increasing the profile of the industry among minority
communities, and assisting Omnicom in developing the talent of
minority employees. '

Philanthropy Omnicom companies have a long history of
helping their communities and charitable causes with pro bono
communications support, direct contributions and employee
volunteerism. We believe that our employees the world over can
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greatly assist worthy social|causes by helping to raise awareness,
recruit members and volunlteers and increase support among
influential audiences. In just one example of thousands of volunteer
efforts around the world, attendees at our 2007 North American
Financial Leadership Confe‘rrence worked with Kaboom! to build a
badly needed playground for the 600 children attending the Laurel
elementary school in New [Orleans; more than half of these children
have been living in temporary housing since the devastation of
Hurricane Katrina, Omnicom also donated funds to the school for
the purchase of lockers and uniforms, and to support other school
programs.

Investing in our people
Whether measured by creative excellence, management skills or
financial acumen, our emp|loyees across the Omnicom family of
agencies have a deep wealth of collective business experience. For
many years, Omnicom has been an industry leader in formalizing
and disseminating this knq[wledge through a variety of advanced
education programs. And while the investment has been substantial
since we began these initiatives in 1995, it is one that generates
tremendous long-term value for Omnicom, not just in more
efficient, innovative operat|ions, but also in our ability to motivate
and retain the creative, entrepreneurial leaders who are the
lifeblood of our business.

During 2007 we extended|the reach of these programs to Asia, a
region of great strategic importance to many of our clients and
agencies. Omnicom University, for example, offers three courses —
the Senior Management Program (SMP), Postgraduate SMP Program
and the Advanced Managément Program — that are attended by
hundreds of our senior managers and future leaders annually. In
2007 we added an Advanced Management Program in China to
those we hold each year 11‘n the United States and Europe.

Last year marked the fifth|year of the Omnicom MBA Residency
Program, our innovative, 24-month program during which graduates
of top business schools rotate through six different marketing
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disciplines, guided by senior management mentors at our agencies
and Omnicom. We have increased the number of participants in this
very successful program and created a similar opportunity in China.
And as part of our continuing support of the development of young
talent there, in early 2007 we presented the first annual prizes in the
Omnicom MBA Scholarship Awards competition for outstanding
students enrolled in MBA programs in China.

One important resource that Omnicom brings to its agencies is tools
that help managers run their businesses efficiently. Our Financial
Leadership Conferences, which bring together our accumulated
expertise on key business management issues such as accounting,
taxation, real estate, financial systems and business planning, have
enjoyed rapid growth in participation in recent years in Asia,
Europe and the United States.

Looking abead

At this writing, there is no clear consensus about the direction of
the U.S. economy or the longer-term impact of credit defaults on
global capital markets. Here is what we do know: Omnicom began
2008 in a very strong position, with well-balanced, flexible cost
structures, a great mix of business, and outstanding teams across all
of our agencies. Economic challenges may impact some of the very
broad base of clients and industries Omnicom agencies serve. But
we believe that our portfolio of businesses, which is well-diversified
by discipline and geography, positions Omnicom very well to
weather almost any economic turbulence that may develop. That
was certainly the case during the last recession, when we continued
to build revenues and profits despite a broadly based downturn.

Our intention, then, is to remain focused on delivering consistent,
long-term results for shareholders in whatever economic
environment we find ourselves. Through a combination of internal
development and acquisition, we will continue to build our business
capabilities both by discipline and geography around the needs of
our clients, who are the smartest and most-demanding marketers in
the world. As always, our discipline demands that we seek
appropriateness in strategy, fit and price.
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In 2008, as it was in 2007 and every other year before, Omnicom’s
business is really about pe‘ople, product and profit. It is about
attracting and developing the very best creative and operational
talent, who in turn deliver|outstanding results for clients and
shareholders. In meeting gur goals for excellence in each of these
fundamental aspects of our business, we are fortunate to have the
industry’s very best men and women working for our agencies, our
clients and our shareholders. They are the drivers of Omnicom’s

performance in all the ways that really count.

Sincerely,

8"‘-\1*)/\»\1

John D. Wren
President & Chief Executive Officer
April 2008
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FORWARD LOOKING STATEMENTS

Certain of the statements in this annual report on Form 10-K constitute forward-looking statements
within the meaning of the Private Securities L'mgatmn Reform Act of 1995. In addition, from time to time, we
or our representatives have made or may make forward- -looking statements, orally or in writing. These
statements relate to future events or future financial performance and involve known and unknown risks and
other factors that may cause our actual or our;industry’s results, levels of activity or achievement to be
materially different from those expressed or implied by any forward-looking statements. These risks and
uncertainties, including those resulting from specific factors identified under the captions “Risk Factors” and
“Management’s Discussion and Analysis of Financial Condition and Results of Operations,” include, but are
not limited to, our future financial condition and results of operations, changes in general economic conditions,
competitive factors, changes in client communication requirements, the hiring and retention of personnel, our
ability to aftract new clients and retain cxistin‘g clients, changes in government regulations impacting our
advertising and marketing strategies, risks assocnated with assumptions we make in connection with our critical
accounting estimates, legal proceedings, setllements investigations and claims, and our international operations,
which are subject to the risks of currency ﬂuétuatlons and exchange controls. In some cases, forward-looking
statements can be identified by terminology such as “may,” “will,” “could,” “would,” “should,” “expect,”
“plan,” “anticipate,” “intend,” “believe,” “estimate,” “predict,” “potential” or “continue” or the negative of those
terms or other comparable terminology. Thes‘:: statements are our present expectations. Actual events or results
may differ. We undertake no obligation to update or revise any forward-looking statement, except as required
by law.
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AVAILABLE INFORMATION

Our internet address is www.omnicomgroup.com at which we make available, free of charge, our annual
report on Form 10-K, quarterly reports on Fo:rm 10-Q, current reports on Form 8-K and any amendments to
those reports, as soon as reasonably practicable after we electronically file or furnish such material with the
Securities and Exchange Commission or the ¥SEC.” Our SEC reports can be accessed through the investor
relations section of our website. The information found on our website is not part of this or any other report
we file with or furnish to the SEC. Any document that we file with the SEC may also be read and copied at
the SEC’s Public Reference Room located at|Room 1580, 100 F Street, N.E., Washington, DC 20549. Please
call the SEC at 1-800-SEC-0330 for further information on the public reference room. Our filings are also
available from the SEC’s website at http:f/wv:vw.sec.gov and at the offices of the New York Stock Exchange.




Introduction

PART I

This report is both our 2007 annual report to shareholders and our 2007 annual report on Form 10-K

required under the federal securities laws.

We are a strategic holding company. We provide professional services to clients through multiple agencies
operating in all major markets around the world. Our companies provide advertising, marketing and corporate
communications services. For simplicity, the terms *“Omnicom,” “we,” “our” and “us” each refer to Omnicom
Group Inc. and our subsidiaries unless the context indicates otherwise. -

Item 1. Business

Our Business: Omnicom, a strategic holding company, was formed in 1986 by the merger of several
leading advertising, marketing and corporate communications companies. We are one of the largest advertising,
marketing and corporate communications companies in the world and we operate in a highly competitive
industry. The proliferation of media channels, including the rapid development of interactive technologies and
mediums along with their integration within all offerings, have effectively fragmented mass audiences. These
developments make it increasingly more difficult for marketers to reach their target audiences in a cost-cffective
way, causing them to turn to marketing service providers such as Omnicom for a customized mix of advertising
and marketing communications services designed to make the best use of their total marketing expenditures.

Our agencies, which operate in all major markets around the world, provide an extensive range of services
which we group into four fundamental disciplines: traditional media advertising; customer relationship
management (“CRM™); public relations; and specialty communications. The services included in these

categories are:

advertising

brand consultancy

corporate social responsibility consulting
crisis communications

custom publishing

database management

digital and interactive marketing
direct marketing

directory advertising
entertainment marketing
environmental design
experiential marketing

field marketing

financial / corporate business-to-business advertising

graphic arts
healthcare communications
instore design

investor relations

marketing rescarch

media planning and buying
mobile marketing services
multi-cultural marketing
non-profit marketing
organizational communications
package design

product placement
promotional marketing
public affairs

public relations

recruitment communications
reputation consulting

retail marketing

search engine marketing
sports and even} marketing

Although the medium used to reach a given client’s target audience may be different across each of these
disciplines, the marketing message is developed and delivered in a similar way by providing client-specific

consulting services.

Our business mode! was built and evolves around our clients. While our companies operate under different
names and frame their ideas in different disciplines, we organize our services around our clients. The
fundamental premise of cur business is to structure our business offerings and allocate our resources based on
the specific requirements of our clients. As clients increase their demands for marketing effectiveness and
efficiency, they have tended to consolidate their business with larger, multi-disciplinary agencies or integrated
groups of agencies. Accordingly, our business model demands that multiple agencies within Omnicom
collaborate in formal and informal virtual networks that cut across internal organizational structures to execute
against our clients’ specific marketing requirements. We betieve that this organizational philosophy, and our
ability to execute it, helps to differentiate us from our competition.




Our agency networks and our virtual networks, provide us with the ability to integrate services across all
disciplines. This means that the delivery of these services can, and does, take place across agencies, networks
and geographic regions simultaneously.

Further, for the longer term, we believe llhat our virtual network strategy facilitates better integration of
services required by the demands of the marketplace for advertising and marketing communications services.
Ouwr over-arching strategy for our business is to continue to use our virtual networks to grow our business
relationships with our clients.

The various compenents of our business and material factors that affected us in 2007 are discussed in Item
7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations” (“MD&A™) of
this report. None of our acquisitions in 2007, 2006 or 2005 were material to our consolidated financial position
ot results of operations. For information concerning our acquisitions, see Note 2 to our consolidated financial
statements.

Geographic Regions and Segments: Our total consolidated revenue is about evenly divided between U.S.
and non-U.S. operations. For financial 1nfonna|t10n concerning domestic and foreign operations and segment
reporting, see our MD&A and Note 5 to our consolidated financial staterents.

Our Clients: Consistent with the fundamentals of our business strategy, our agencies serve similar clients,
in similar industries, and in many cases the sarhe clients, across a variety of geographic regions and locations.
Our clients participate in virtually all industry Lectors of the global econemy. Furthermore, in many cases, our
agencies or networks serve different product groups within the same clients served by other Omnicom agencies
or networks. For example, our largest client was served by more than 100 of our agencies in 2007 and
represented 2.8% of our 2007 consolidated rev:enue. No other client accounted for more than 2.4% of our
consolidated 20()7 revenue. Each of our top 100 clients was served, on average, by more than 40 of our agencies
in 2007 and represented 46.2% of our 2007 consolidated revenue.

Our Employees: At December 31, 2007, s we employed approximately 70,000 people. We are not party to
any significant collective bargaining agreements The skill-sets of our workforce across our agencies and within
each discipline are similar. Common to all is the ability to understand a client’s brand, its seiling proposition and
the ability to develop a unique message to communicate the value of the brand to the client’s target audience.
Recognizing the importance of this core compelency, we have established tailored training and education
programs for our service professionals around this competency. See our MD&A for a discussion of the effect of
salary and related costs on our historical result%; of operations.

Executive Officers of the Registrant: Our executive officers as of February 15, 2008 are:

Name ! Position Age
Bruce Crawford........ccceuuennn. Chairman ’ 79
John D. Wren.. s President and lChief Executive Officer 55
Randall J. Weisenburger Executive Vice President and Chief Financial Officer 49
Michael BirkiD ..o..ceocrreeeere Vice Chairman 49
Peter Mead...........ecccceeeeeeeee. - Vice Chairman 68
Philip J. Angelastro................ Senior Vice Pl:'esidem Finance and Controller 43
Charles Brymer........c.cccenne. President and |Chief Executive Officer of DDB Worldwide 43
Thomas Carroll ...................... President and |Chief Executive Officer of TBWA Worldwide 52
Themas L. Harrison............... Chairman and Chief Executive Officer of Diversified Agency Services (“DAS™) 60
Michael J. O’Brien.........ccccc. Senior Vice Pre51dent General Counsel and Secretary 46
Andrew Robertson.................  President and Chlef Executive Officer of BBDO Worldwide 47
-Daryl D. Simm...coveevviiriccrnees Chairman and Chief Executive Officer of Omnicom Media Group 46

All of the executive officers have held their present positions at Omnicom for at least five years except as
specified below.

Michael Birkin was appointed Vice Chaill*man, as well as President and CEO of Omnicom Asia-Pacific, on
March 1, 2005. From 1999 to 2005, he served as Worldwide President of DAS. Mr. Birkin previously served as
International President of DAS from 1997 to 1999 and European Managing Director of DAS from 1995 to 1997.




Charles Brymer was named President and CEO of DDB Worldwide in April 2006. Formerly, Mr. Brymer
was the Chairman and CEO of Interbrand Group, a global brand consultancy firm.

Thomas Carroll was named Chief Executive Officer of TBWA Worldwide on December 17, 2007, having
been made President of TBWA Worldwide in September 2006. From August 2004 until September 2006,
Mr. Carroll served as Vice Chairman of TBWA Worldwide. Before that, he was President of TBWA Americas.

Michael O’Brien joined Omnicom Group Inc. in November 2003 and was appointed Senior Vice
President, General Counsel and Secretary in December 2003. Before that, Mr. O'Brien was a partner in the law
firm of Goodwin Procter LLP.

Andrew Robertson was named Chief Executive Officer of BBDO Worldwide in May of 2004, having been
made President of BBDO Worldwide in 2002, In 2001, Mr. Robertson was President and CEQ of BBDO North
America and was subsequently elected to the Worldwide Board of Directors of BBDO. He joined BBDO in
1995.

Dary} Simm was named Chairman and Chief Executive Officer of Omnicom Media Group in November
2005. Mr. Simm previously held the position of President and CEO of OMG.

Additional information about our directors and executive officers appears under the captions “Corporate
Governance,” “Certain Transactions,” “Election of Directors,” “Executive Compensation” and “Stock
Ownership” in our definitive proxy statement, which is expected to be filed by April 4, 2008.

Item 1A. Risk Factors

Companies periodically review and change their advertising, marketing and corporate communications
services business models and relationships. If we are unable to remain competitive or retain key clients, our
business and financial results may be materiaily adversely affected.

The businesses in which we participate are highly competitive. Key competitive considerations for
retaining existing business and winning new business include our ability to develop creative solutions that meet
client needs, the quality and effectiveness of the services we offer, and our ability to efficiently serve clients,
particularly large international clients, on a broad geographic basis. While many of our client relationships are
long-standing, companies put their advertising, marketing and corporate communications services business up
for competitive review from time to time. We have won and lost accounts in the past as a result of these reviews.
To the extent that we are not able to rematn competitive, our revenue may be adversely affected, which could
then affect our results of operations and financial condition.

The success of our acquiring and retaining clients depends on our ability to avoid and manage conflicts of
interest arising out of other client relationships and retention of key personnel.

Our ability to retain existing clients and to attract new clients may, in some cases, be limited by clients’
perceptions of, or policies concerning, conflicts of interest arising out of other client relationships. If we are
unable to maintain multiple agencies to effectively manage multiple client relationships and avoid potential
conflicts of interests, our business and financial results may be materially adversely affected.

In addition, we may lose or fail to attract and retain kcy personnel. Our employees are our most important
assets. Our ability to attract and retain key personnel is an important aspect of our competitiveness. If we are
unable to attract and retain key personnel, our ability to provide our services in the manner our customers have
come to expect may be adversely affected, which could harm our reputation and result in a loss of clients, which
could have a material adverse effect on our results of operations and financial condition.

Government regulations and consumer advocates may limit the scope of the content of our services, which
could affect our ability to meet our clients’ needs, which could have a material adverse effect on our business.

Government agencies and consumer groups have directly or indirectly from time to time affected or
attempted to affect the scope, content and manner of presentation of advertising, marketing and corporate
communications services, whether through regulations or other governmental actions. Any such limitations on
the scope of the content of our services could affect our ability to meet our clients’ needs, which could have a
material adverse effect on our results of operations and financial condition. In addition, there has been an




increasing tendency on the part of businesses to resort to the judicial system to challenge advertising practices.
We cannot assure investors that such claims by| businesses or governmental agencies will not have a material
adverse effect on our results of operations and }ﬁnanma] conditton in the future.

We receive approximately 46% of our revenue from our 100 largest clients, and the loss of several of these

clients could adversely impact our prespects, our business and our results of operations and financial condition.

Our clients generally are able to reduce advertising and marketing spending or cancel projects at any time
for any reason. It is possible that our clients could reduce spending in comparison with historical patterns, or
they could reduce future spending. A mgmficarllt reduction in advertising and marketing spending by our largest
clients, or the loss of several of our largest clients, if not replaced by new client accounts or an increase in
business from existing clients, would adversel},'r affect our revenue, which could have a material adverse effect on
our results of operations and financial condition.

We may be impacted during periods of ecanoTnic recession.

Our business may be adversely affected llay downturns in general economic conditions or during periods of
economic recession due to potential reductlons in client advertising, marketing and corporate communications
budgets and overall spending levels. The effect of a reduction in any of these items could have a material adverse

effect on our results of operations and ﬁnancna|] condition.
We are a global service business and face cerltain risks of doing business abroad, including political instability
and exchange controls, which could have a nltaten'al adverse effect on our results of operations.

We face the risks normally associated w1lh global services businesses. The operational and financial
performance of our businesses are typically tleld to overall economic and regional market conditions, competition
for client assignments and talented staff, new l'lmsmess wins and losses and the risks associated with extensive
international operations. There are some risks Pf doing business abroad, including those of political instability
and exchange controls, which do not affect domestic-focused firms. For financial information on our operations

by geographic area, see Note 5 to our consolidated financial statements.

We are exposed to risks from operating in developing countries.

We conduct business in various developilng countries around the world. The risks associated with
conducting business in developing countries can include slower payment of invoices; nationalization; social,
political and economic instability; and currency repatriation restrictions, among other risks. In addition,
commercial laws in many of these countries can be vague, inconsistently administered and retroactively applied.
If we are deemed not to be in compliance with applicable laws in developing countries where we conduct
business, our prospects, business, financial condmon and results of operations in those countries could be
harmed, which could then have an adverse impact on our results of operations and financial condition.

Holders of our convertible notes have the n'gllzt to cause us to repurchase up to $2.0 billion, in whole or in

part, at specified dates in the future.

If we are required to satisfy a put to repurchase our convertible notes, we expect to have sufficient available
cash and unused credit commitments to fund the put. We also believe that we will still have ample capacity under
our existing credit commitments to meet our ca:sh requirements for the normal course of our business operations
after any put event. However, in the event that our existing credit commitments or our cash flow from operations
were decreased, we could experience dlﬂ'lcu]tles in funding our business operations and would have to seek
additional funding alternatives as described more fully in our MD&A. Furthermore, the 2031, 2032, 2033 and
2038 Notes are convertible, at specified ratios 1f in the case of the 2031 Notes and the 2032 Notes, our long-term
debt credit ratings are downgraded to BBB or iower by Standard & Poor’s Ratings Service, or Baa3 or lower by
Moody’s Investors Service or in the case of the 2033 and 2038 Notes to BBB- or lower by S&PF, and Bal or lower
by Moody’s. These events would not, however,I result in an adjustment of the number of shares issuable upon

conversion and would not accelerate the holder’s right to cause us to repurchase the notes.
Downgrades of our debt credif ratings could adversely affect us.

Standard and Poor’s Rating Service currently rates our long-term debt A-, Moody’s Investors Service rates
our long-term debt Baal and Fitch Ratings rau':s our long-term debt A-. Our short-term debt ratings are A2, P2
and F2 by the respective agencies, Qur outslanldmg senior notes, convertible notes and our existing bank credit
facility do not contain provisions that require acceleration of cash payment upon a downgrade. The interest rates
and fees on our bank credit facility, however, would increase if our long-term debt credit rating is downgraded.
Additionally, our access to the capital markets|could be adversely affected by adverse changes to the short- or

long-term debt credit ratings assigned to us by, independent rating agencies.
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We may be unsuccessful in evaluating material risks involved in completed and future acquisitions.

We regularly review potential acquisitions of businesses we believe may be complementary to our
businesses and client needs. As part of the review we conduct business, legal and financial due diligence with the
goal of identifying and evaluating material risks involved in any particular transaction, Despite our efforts, we
may be unsuccessful in ascertaining or evaluating all such risks, As a result, we might not realize the intended
advantages of any given acquisition. If we fail to identify certain material risks from one or more acquisitions,
our results of operations and financial condition could be adversely affected.

Goodwill may become impaired.

We have recorded a significant amount of goodwill in our consolidated financial statements in accordance
with U.S. generally accepted accounting principles (“U.S. GAAP” or “GAAP”) resulting from our acquisition
activities, which principally represents the specialized know-how of the workforce at the agencies we have
acquired. We annually test the carrying value of goodwill for impairment, as discussed in Note 1 to our
consolidated financial statements. The estimates and assumptions about future results of operations and cash
flows made in connection with the impairment testing could differ from future actual results of operations and
cash flows. While we have concluded, for each year presented in our financial statements, that our goodwill is
not impaired, future events could cause us to conclude that the asset values associated with a given operation
may become impaired. Any resulting impairment loss could materially adversely affect our results of operations
and financial condition.

Item 1B. Unresolved Staff Comments

None.

Item 2. Properties

We maintain office space in many major cities around the world. The facility requirements of our agencies
are similar across geographic regions and disciplines and we believe that our facilities are in suitable and well-
maintained condition for our current operations. Our facilities are primarily used for office and administrative
purposes by our employees in performing professional services. Our principal corporate offices are at 437
Madison Avenue, New York, New York and One East Weaver Street, Greenwich, Connecticut. We also maintain
executive offices in London, England, Shanghai, China and Tokyo, Japan.

Substantially all of our office space is leased from third parties with varying expiration dates ranging from
one to 20 years. Certain of our leases are subject to rent reviews or contain various escalation clauses and certain
of our leases require us to pay various operating expenses, which may also be subject to escalation. Leases are
generally deneminated in the local currency of the operating entity. Our consolidated office rent expense was
$384.7 million in 2007, $351.9 million in 2006 and $352.6 million in 2005, after reduction for rents received
from subleases of $22.4 million, $22.3 million and $23.5 million, respectively.

Our obligations for future minimum base rents under terms of non-cancelable real estate leases reduced by
rents receivable from non-cancelable subleases are (in millions):

Net Rent
P11 1. SO $356.7
2009 .ot e e e e s et st s e emna e sentas 3247
2§ L USRI 287.3
.2 1 1 U OO SU R 2432
2002 e e be s se e et e e s be s ae e e b aa 208.0
Therafter ..o ivvieverreeenin e e s esrsenree e 760.3

See Note 10 to our consolidated financial statements for a discussion of our lease commitments and our
MD&A for the impact of leases on our operating expenses.




Item 3. Legal Proceedings l

Beginning on June 13, 2002, several pultativc class actions were filed against us and certain senior
executives in the United States District Court|f0r the Southern District of New York. The actions have since been
consolidated under the caption In re Omnicom Group Inc. Securities Litigation, No. 02-CV-4483 (RCC), on
behalf of a proposed class of purchasers of OL:II‘ common stock between February 20, 2001 and June 11, 2002,
The consolidated complaint alleges, among other things, that our public filings and other public statements
during that period contained false and misleading statements or omitted to state material information relating to
(1) our calculation of the organic growth component of period-to-period revenue growth, (2) our valuation of
and accounting for certain internet investments made by our Communicade Group (“Communicade”), which we
contributed to Seneca Investments LLC (“Seneca”) in 2001, and (3) the existence and amount of certain
contingent future obligations in respect of acc‘]uisitions. The complaint seeks an unspecified amount of
compensatory damages plus costs and attorneys’ fees. Defendants moved to dismiss the complaint and on March
28, 2003, the court dismissed portions (1) an(j (3) of the complaint detailed above. The court’s decision denying
the defendants’ motion to dismiss the remaincller of the complaint did not address the ultimate merits of the case,
but only the sufficiency of the pleading. Defendants have answered the complaint. Discovery concluded in the
second quarter of 2007. On April 30, 2007, thc court granted plaintiff’s motion for class certification, certifying
the class proposed by plaintiffs. In the third quaner of 2007 defendants filed a motion for summary judgment on
plaintiff’s remaining claim. On January 28, 2008 the court granted defendants’ motion in its entirety, dismissing
all claims and directing the court to close the |case On February 4, 2008, the plaintiffs filed a notice of intent to
appeal that decision to the United States Court of Appeals for the Second Circuit.

In addition, on June 28, 2002, a derivative action was filed on behalf of Omnicom in New York state court.
On February 18, 2005, a second shareholder derivative action, again purportedly brought on behalf of the
Company, was filed in New York state court. The derivative actions have been consolidated before one New York
State Justice and the plaintiffs have filed an ar[nended consolidated complaint. The consolidated derivative
complaint questions the business judgment oficertain current and former directors of Omnicom, by chaltenging,
among other things, the valuation of and accounting for the internet investments made by Communicade and the
contribution of those investments to Seneca. The consolidated complaint alleges that the defendants breached
their fiduciary duties of good faith. The lawsuit seeks from the directors the amount of profits received from
selling Omnicom stock and other unspeciﬁed]damages to be paid to the Company, as well as costs and
attorneys’ fees. The defendants moved to dismiss the derivative complaint on the procedural ground that
plaintiffs had failed to make a demand on the‘board On June 27, 2006, the trial court entered a decision denying
the motion to dismiss. The decision did not address the merits of the allegations, but rather accepted the
allegations as true for the purposes of the motllon {as the Court was required to do} and excused plaintiffs from
making a demand on the board. In the first quarter of 2007, defendants appealed the trial court’s decision. On
September 25, 2007, the New York Supreme (Foun, Appellate Division, First Department issued a decision
reversing the trial court and dismissing the derivative claims. Plaintiffs served defendants with a motion seeking
reargument of the appeal or, in the alternative| for permission to appeal the decision to the Court of Appeals,
New York's highest court. On January 31, 2008, the court denied the plaintiff’s motion.

The defendants in both cases believe that the allegations against them are baseless and intend to vigorously
oppose the lawsuits. Currently, we are unable to determine the outcome of these cases and the effect on our
financial position or results of operations. TheT outcome of any of these matters is inherently uncertain and may
be affected by future events. Accordingly, thefe can be no assurance as to the ultimate effect of these matters.

We are also involved from time to time ;in various legal proceedings in the ordinary course of business. We
do not presently expect that these proceedings will have a material adverse effect on our consolidated financial
position or results of operations.

Item 4. Submission of Matters to a Vote of Security Holders

Our annual shareholders’ meeting has historically been held in the second quarter of the year. No matters
were submitted to a vote of our shareholders during the last quarter of 2007.




PART 11

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of
Equity Securities

Our commaon shares are listed on the New York Stock Exchange under the symbol “OMC.” On February
11, 2008, we had 2,995 holders of record of our common shares. On June 25, 2007, pursuant to a two-for-one
stock split which was effected in the form of a 100% stock dividend, each shareholder received one additional
share of Omnicom Group Inc. common stock for each share held on June 6, 2007. In connection with the stock
split, quarterly high and low common share sales prices, dividends paid, dividends declared, all current and prior
period earnings per share data, share amounts and other per share data have been adjusted to reflect the stock
split in accordance with Statement of Financial Accounting Standard (“SFAS”) No. 128, “Eamings per Share.”

The 1able below shows the range of quanterly high and low sales prices reporied on the New York Stock
Exchange Composite Tape for our common shares and the dividends paid per share for these periods.

Dividends Paid
M M L_o\:r Per Share
QL2006 ... e $43.53 $39.38 $0.125
Q22006 ...neeecrerccerrrnrreerrerennnenns 48.32 40.92 0.125
Q3 2006 ..o 47.39 42.06 0.125
Q4 2006 ... 53.03 46.51 0.125
Q12007 ... $53.45 $50.29 $0.125
Q2 2007 ... 54.68 50.56 0.125
Q32007 .. 55.45 47.41 0.150
Q4 2007 . 53.07 45.82 0.150

The following table presents information with respect to purchases of common stock made during the
three months ended December 31, 2007, by us or any of our “affiliated purchasers.”
(c) (d)

Total Number Maximum Number
(a} (b) of Shares Purchased of Shares that May
Total Average As Part of Publicly  Yet Be Purchased Under

Number of Price Paid Announced Plans Publicly Announced

During the month: Shares Purchased(1) Per Share or Programs Plans or Programs
October 2007.......ccoeernriirrernens 100,000 $49.50 — —
November 2007........cccoinriiecnenn. 670,000 4991 —_ —
December 2007 ........ccccoviveevereees 293,900 48.33 — —
Total ....ccoorrreerrennc e 1,063,900 $49.43 — —_—

(1) The shares were purchased in the open market for general corporate purchases,

Item 6. Selected Financial Data

The following selected financial data should be read in conjunction with our consolidated financial
statements and related notes that begin on page F-1 of this report, as well as our MD&A.

In accordance with SFAS No. 123, Accounting for Stock-Based Compensation (“SFAS 123”), as amended
by SFAS No. 148, Accounting for Stock-Based Compensation - Transition and Disclosure, an amendment of
FASB Statement No. 123 (“SFAS 148”), we elected, effective January 1, 2004, to account for stock-based
employee compensation using the fair value method. As a resuli, the fair value of stock-based employee
compensation, including unvested employee stock options issued and outstanding, was recorded as an expense in
the current period and all prior periods presented utilizing the retroactive restatement method as set forth in
SFAS 148. Accordingly, our results for the prior periods have been restated as if we had used the fair value
methed to account for stock-based employee compensation,




For the years ended December 31:

Revenue ... ocviveierneveennienreesnnenens
Operating Profit.........coceverveereenreernenene
Income After Income Taxes ...............
Net INCOmE ....oocvvvrvireereereerereeeeenees
Net Income Per Commeon Share:

Diluted .......ooveevvvervrererrrrsrrssarrssionsens

Dividends Declared Per

Common Share ......ccooveeeeereenne

As of December 31:
Cash, cash equivalents and

short-term investments ......occeevveennes
Total ASSELS .....occevvivvrerrerrrresnresriens

Long-Term Obligations:

Long-term debt......cocvervieiicrinnnne
Convertible notes ......ccoeeevieeiienas

Deferred compensation and

other liabilities .......c.ceoveeeirenrinnans

(Dollars in millions, except per share amounts)

2007 2006 2005 2004 2003
$12,6940  $113769  $10481.1 $9,747.2 $8.621.4
1,659.1 1,483.5 1,339.8 1,215.4 1,091.9
1,048.2 925.0 8453 782.5 696.1
975.7 864.0 790.7 723.5 631.0
2.99 2.52 2.19 1.95 1.68
2.95 2.50 2.18 1.94 1.68
0.575 0.500 0.4625 0.450 0.400

(Dollars in millions, except per share amounts)

2007 2006 2005 2004 2003
i$ 1,841.0  $ 19288 § 1,2099 § 1,7396 $ 15489
19,271.7 17,804.7 159199 16,002.4 14,6200
1,013.2 1,013.2 18.2 19.1 197.3
2,0415 2,041.5 2,3393 2,339.3 2,3393
481.2 305.8 298.4 309.1 326.5

On June 25, 2007, pursuant to a lwo-for:-one stock split which was effected in the form of a 100% stock
dividend, each shareholder received one additional share of Omnicom Group Inc. common stock for each share
held on June 6, 2007. In connection with the stock split, dividends declared and all current and prior period
earnings per share data have been adjusted to reflect the stock split in accordance with SFAS No. 128 “Earnings

per Share.”




Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Executive Summary

We are a strategic holding company. We provide professional services to clients through multiple agencies
around the world. On a global, pan-regional and local basis, our agencies provide these services in the following
disciplines: traditional media advertising, CRM, public relations and specialty communications. Our business
model was built and evolves around our clients. While our companies operate under different names and frame
their ideas in different disciplines, we organize our services around our clients. The fundamental premise of our
business is that our clients’ specific requirements should be the central focus in how we structure our business
offerings and allocate our resources. This client-centric business model results in multiple agencies collaborating
in formal and informal virtual networks that cut across internal organizational structures to deliver consistent
brand messages for a specific client and execute against each of our client’s specific marketing requirements. We
continually seek to grow our business with our existing clients by maintaining our client-centric approach, as
well as expanding our existing business relationships into new markets and with new clients. In addition, we
pursue selective acquisitions of complementary companies with strong, entrepreneurial management teams that
typically either currently serve or have the ability to serve our existing client base.

Improving economic conditions in recent years, combined with business trends that include our clients
increasingly expanding the focus of their brand strategies from national markets to pan-regional and global
markets and migrating from traditional marketing channels to non-traditional channels, as well as the emergence
of new media outlets utilizing interactive technologies, have positively affected our business and our industry.
Additionally, in an effort to gain greater efficiency and effectiveness from their total marketing dollars, clients
are increasingly requiring greater coordination of marketing activities and concentrating these activities with a
smaller number of service providers.

In prior years, our industry was negatively affected during periods of economic downturn and geopolitical
unrest. During these times, our industry experienced slower growth rates and industry-wide margin contraction.
However, during these periods, we continued to invest in our businesses and our personnel and took action to
reduce costs at some of our agencies to address these changing economic circumstances. Although future
economic conditions are uncertain, as a result of these previous actions, our past experience during a slowing
economy and the diversification of our businesses geographically and by service offering, we believe we can
continue to invest in our business if future periods of economic slowdown occur.

The diversity and balance of our portfolio of companies and service offerings have enabled us to continue
to grow our revenue, operating income, net income and earnings per share. In the United States, revenue grew at
a rate of 8.2% in 2007, which is above our prior year’s rate of 7.8%. On a constant currency basis, revenue
growth for our international business increased by 7.2% in 2007, which is a decrease from our prior year’s rate
of 7.9%. Overall, in the past year, we believe that our businesses have performed well across our operating
regions. in addition, we expect to continue to increase our investment in the Asian market which we believe will
grow rapidly in the future. We also plan to focus on businesses that will complement and enhance our existing
strategic platforms and service capabilities to better serve our clients in various regions.

In 2007, we experienced an increase in our operating margins over the previous year. This improvement is
the result of our new business initiatives and wins, as well as our cost management actions. Our operating
margin for 2007 was 13.1% compared to 13.0% in 2006. We will continue our efforts to align our costs with
business levels on a location-by-location basis and pursue a strategy of optimizing our operating margins while
maintaining a high level of investment in our people and our businesses.

Given our size and breadth, we manage our business by monitoring several financial indicators. The key
indicators that we review are revenue and operating expenses.

We analyze revenue growth by reviewing the components and mix of the growth, including growth by
major geographic location, growth by major marketing discipline, growth from currency fluctuations, growth
from acquisitions and growth from our largest clients.



In recent years, our revenue has been divided almost evenly between domestic and international
operations. In 2007, our overall revenue growthi was 11.6%, of which 3.8% was related to changes in foreign
exchange rates and (1.7% was related to the acquisition of entities, net of entities disposed. The remainder, 7.1%,
was organic growth.

In 2007, traditional media advertising represented about 43% of the total revenue and grew by 12.0% over
the prior year. CRM represented about 37% of lhe total revenue and grew by 14.1% over the previous year.
Public relations represented about 10% of the tota] revenue and grew by 11.1% over the prior year and specialty
communications represented about 10% of total revenue and grew by 2.5% over the prior year.

We measure operating expenses in two distinct cost categories, salary and service costs, and office and
general expenses. Salary and service costs are primarily comprised of employee compensation related costs and
office and general expenses are primarily complrised of rent and occupancy costs, technology related costs and
depreciation and amortization. Each of our ageﬁcies requires service professionals with a skill set that is
common across our disciplines. At the core of this skill set is the ability to understand a client’s brand and its
selling proposition, and the ability to develop a unique message to communicate the value of the brand to the
client’s target audience. The facility requirements of our agencies are similar across geographic regions and
disciplines, and their technology requirements are generally limited to personal computers, servers and off-the-

shelf software.

Because we are a service business, we monitor salary and service costs and office and general costs as a
percentage of revenue. Salary and service costs tend 10 fluciuate in conjunction with changes in revenue. Office
and general expenses, which are not directly related to servicing clients, are less directly linked to changes in our
revenues than salary and service costs. These costs tend to increase as revenue increases, however, the rate of
increase in these expenses could be mare, or Iesls than the rate of increase in our revenues. During 2007, salary
and service costs were relatively stable at 71. O% of revenue versus 71.1% of revenue in 2006. This level of
expense corresponds with increased revenue levels and the necessary increases in direct salaries, salary-related
costs and freelance labor costs necessary to deliver our services and pursue new business initiatives, as well as
increases in incentive-based compensation costs! Office and general expenses increased stightly during 2007 to
16.0% of revenue from 15.9% in 2006, bui remained flat year-over-year on a constant currency basis.

Our net income for 2007 increased by 12.9% to $975.7 million from $864.0 million in 2006 and our
diluted EPS increased by 18.0% to $2.95 from $2 50 in the prior year for the reasons described above, as well as
the impact of the reduction in our weighted averfage shares outstanding for the year. This reduction was the result
of our purchases of treasury shares net of option exercises and share issuances under our employee stock
purchase plan.

Critical Accounting Policies and New Accounting Pronouncements
Critical Accounting Policies

|
We have prepared the following summary of our critical accounting policies to assist the reader in better
understanding our financial statements and the related MD&A. We believe that the following policies may
involve a higher degree of judgment and comple;(ity in their application and represent the critical accounting
policies used in the preparation of our financial statcmems Readers are encouraged to consider this summary
together with our consolidated financial statements and the related notes to our consolidated financial statements,
including our discussion in Note 1 setting forth (l)ur accounting policies in greater detail, for a more complete

understanding of critical accounting policies discussed below.

Estimates: Qur financial statements are pnl:pared in conformity with U.S. GAAP and require us to make
estimates and assumptions. These estimates and assumptions affect the reported amounts of assets and liabilities
including valuation allowances for receivables and deferred tax assets, accruals for incentive compensation and
the disclosure of contingent liabilities at the date|of the financial statements, as well as the reported amounts of
revenue and expenses during a reporting period. We evaluate these estimates on an ongoing basis and we base
our estimates on historical experience, current cqnditions and various other assumptions we believe are
reasonable under the circumstances. Actual results can differ from those estimates, and it is possible that the

differences could be material.
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A fair value approach is used in testing goodwill for impairment under SFAS 142 and when evaluating
cost-based investments, which consist of ownership interests in non-public companies, to determine if an other-
than-temporary impairment has occurred. We consider and use several comparable market participant
measurements to determine fair value, including consideration of similar and recent transactions and when
available and as appropriate, we use comparative market multiples. We also use a discounted expected cash flow
methodology. Numerous estimates and assumptions have to be made when completing a discounted expected
cash flow valuation, including estimates and assumptions regarding interest rates, appropriate discount rates and
capital structure. Additionally, estimates must be made regarding revenue growth, operating margins, tax rates,
working capital requirements and capital expenditures. Judgment is required when determining fair value,
including when we evaluate the applicability of similar and recent transactions, and when determining the
appropriate comparative market multiples to be used. Actual results of operations, cash flows and other factors
used in a discounted expected cash flow valuation will likely differ from the estimates used and it is possible
that differences could be material. Additional information about impairment testing under SFAS 142 and
valuation of cost-based investments appears in Note | to our consolidated financial statements, as well as Note 6
with respect to our cost-based investments.

A fair value approach is used in determining the award value of stock-based employee compensation in
accordance with SFAS 123R. We utilize the Black-Scholes option valuation model to determine the fair value of
option awards. This valuation model uses several assumptions and estimates such as expected life, rate of risk
free interest, volatility and dividend yield. If different assumptions and estimates were used to determine the fair
value, our actual results of operations and cash flows would likely differ from the estimates used and it is
possible that differences and changes could be material. Additional information about these assumptions and
estimates appears in Note 7 1o our consolidated financial statements.

Acquisitions and Goodwill: We have historically made and expect to continue to make selective
acquisitions. In making acquisitions, the price we pay is determined by various factors, including specialized
know-how, reputation, competitive position, geographic coverage and service offerings, as well as our
experience and judgment. The amount we paid for acquisitions, including cash, stock and assumption of net
liabilities, totated $378.3 million in 2007 and $311.4 million in 2006. Approximately 42% and 51%,
respectively, of these amounts related to contingent purchase price obligations, sometimes referred to as earn-
outs, paid during the respective year related to acquisitions previously completed.

A summary of our contingent purchase price obligations and obligations to purchase additional interests in
certain subsidiary and affiliate companies is set forth in the “Liquidity and Capital Resources™ section of this
MD&A. The amount of contingent purchase price obligations and obligations to purchase additional interests in
certain subsidiary and affiliate companies are based on future performance. Contingent purchase price
obligations are accrued, in accordance with GAAP, when the contingency is resolved and payment is certain.

Our acquisition strategy has been focused on acquiring the expertise of an assembled workforce in order to
continue to build upon the core capabilities of our various sirategic business platforms and agency brands
through the expansion of their geographic reach and/or their service capabilities to better serve our clients.
Additional key factors we consider include the competitive position and specialized know-how of the acquisition
targets. Accordingly, like most service businesses, a substantial portion of the intangible asset value that we
acquire is the know-how of the people, which is treated as part of goodwill and, in accordance with SFAS No.
141, Business Combinations (“SFAS 1417), is not valued separately. For each of our acquisitions, we undertake
a detailed review to identify other intangible assets and a valuation is performed for all such assets identified.
The majority of the value of the identifiable intangible assets that we acquire is derived from customer
relationships. When making the necessary valuation assumptions of these identified intangible assets, we
typically use an income approach and consider comparable market participant measurements, The expected
benefits of our acquisitions are typically shared across multiple agencies as they work together 1o integrate the
acquired agency into our client service strategy.

We evaluate goodwill for impairment annually. In accordance with paragraph 30 of SFAS 142, we
identified our regional reporting units as components of our operating segments, which are our five agency
networks. The regional reporting units of each agency network are responsible for the agencies in their region.
They report to the segment managers and facilitate the administrative and logistical requirements of our client-
centric strategy for delivering services to clients in their regions. We then concluded that for each of our
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operating segments, their regional reporting uni“ts had similar economic characteristics and should be aggregated
for purposes of testing goodwill for impairment at the operating segment level. Our conclusion was based on a
detailed analysis of the aggregation criteria set fonh in paragraph 17 of SFAS No.131, Disclosures about
Segments of an Enterprise and Related Infonnanon (“SFAS 131”), and the guidance set forth in EITF D-101:
Clarification of Reporting Unit Guidance in Paragmph 30 of FASB Statement No. 142, Consistent with the-
fundamentals of our business strategy, the agencics within our regional reporting units serve similar clients in
similar industries, and in many cases the same clients. In addition, the agencies within our regional reporting
units have similar economic characteristics, as the main economic components of each agency are the salary and
service costs associated with providing professional services, the office and general costs associated with office
space and occupancy, and the provision of technology requirements which are generally limited to personal
computers, servers and off-the-shelf software. F;inally, the expected benefits of our acquisitions are typically
shared across multiple agencies and regions as they work together to integrate the acquired agency into our
client service strategy. Based on the results of our impairment testing, we concluded that the fair value of our
reporting units exceeded their book value and thereforc our goodwill was not impaired.

In December 2007, the FASB issued SFAS 141 (Revised 2007), Business Combinations (“SFAS 141R”).
SFAS 141R will be effective for fiscal years beginning after December 15, 2008, Early adoption is prohibited
and SFAS 141R will apply to business cmnbina:tions entered into after January 1, 2009. We will adopt SFAS
141R on January 1, 2009. SFAS 141R will require, among other things that: the acquirer record 100% of the
assets acquired and liabilities assumed even whtlan less than 100% of the target is acquired; all transaction costs
and expenses be expensed as incurred; and, a llablhty for contingent purchase price obligations (earn-outs), if
any, be recorded at the acquisition date and remeasured at fair value and included in eamings in each subsequent
reporting petiod.

Additional information about acquisitionsiand goodwill appears in Notes 1 and 2 to our consolidated
financial statements.

Revenue Recognition: Substantially all of our revenue is derived from fees for services or a rate per hour,
or equivalent basis, and revenue is realized wher}n the service is performed in accordance with terms of each
client arrangement, upon completion of the earnings process and when collection is reasonably assured. We
record revenue net of sales tax, use tax and value added tax. Certain of our businesses eamn a portion of their
revenue as commissions based upon perforrnancE in accordance with client arrangements.

These principles are the foundation of our|revenue recognition policy and apply to all client arrangements
in each of our service disciplines — traditional media advertising, CRM, public relations and specialty
communications.

More specifically, in compliance with Stai?f Accounting Bulletin (“SAB”) 101 “Revenue Recognition in
Financial Statements” (“SAB 101"}, as updated Py SAB 104 “Revenue Recognition” (“SAB 104"), our policy
requires the following key elements to be satisfied prior to recognizing revenue: persuasive evidence of an
arrangement must exist; the sales price must be fixed or determinable; delivery, performance and acceptance
must be in accordance with the client anangemelnt and collection is reasonably assured.

Because the services that we provide across each of our disciplines are similar and delivered to clients in
similar ways, all of the key elements set forth above apply to client arrangements in each of our four disciplines.

In the majority of our businesses, we act as an agent and record revenue equal 1o the net amount retained,
when the fee or commission is eamned. In cenain{ cases, we contract directly with suppliers for media payments
and third-party production costs and are responsible for their payment, recharging our clients for all costs
incurred. Although we may bear credit risk in re'spect of these activities, the arrangements with our clients are
such that, in effect, we act as an agent on their behalf. In these cases, costs incurred with external suppliers are
excluded from our revenue.

A small portion of our contractual arrangements with clients include performance incentive provisions
designed to link a portion of our revenue to our performance relative to both quantitative and qualitative goals.
We recognize this portion of revenue when the specific quantitative goals are achieved, or when our performance
against qualitative goals is determined by our cli'pnts. Additional information about our revenue recognition
appears in Note 1 to our consolidated financial statements.
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Employee Stock-Based Compensation: On January 1, 2006, we adopted SFAS No. 123 (Revised 2004),
Share-Based Payment (“SFAS 123R"). Our outstanding stock-based compensation awards are principally stock
options and restricted stock. In accordance with SFAS 123R, because our awards are share settled, we record
employee stock-based compensation at fair value on the date of grant. On January 1, 2004, we had elected to
adopt SFAS 123, as amended by SFAS 148 and, as provided by SFAS 148, we elected to apply it retroactively.
Accordingly, our Net Income for all years presented includes a compensation charge for the grant date fair value
of all stock-based compensation awards in the respective year the award was earned.

As a result of our election in 2004 to adopt SFAS 123, as amended by SFAS 148, the adoption of SFAS
123R in 2006 did not have a significant effect on our financial statements. SFAS 123R requires, among other
things, that we record stock-based compensation net of an estimate for awards that are expected to be forfeited.
On January 1, 2006, we recorded an increase to our Qperating Income and Net Income of $3.6 million and $2.0
million, respectively, as a result of the cumulative effect of this change in accounting for forfeitures. However,
because this adjustment was not significant, we did not present it on an after-tax basis as a cumulative effect of
an accounting change on our income statement.

In estimating the grant date of fair value stock option awards, we use certain assumptions and estimates to
derive fair value, such as expected term, rate of risk free interest, volatility and dividend yield. If different
assumptions and estimates were used, the amounts charged to compensation expense would be different.
However, due to limited stock option award activity in the past several years and given that most stock option
awards that are outstanding have been fully expensed in our financial statement, the impact of using different
assumptions and estimates would not be material on our current results of operations.

Pre-tax stock-based employee compensation expense for the years ended December 31, 2007, 2006 and
2005, was $68.7 million, $71.1 million and $87.0 million, respectively. Information about our specific awards
and stock plans can be found in Note 7 to our consolidated financial statements,

Additional information regarding the changes required by SFAS 123R and its impact on our financial
statements can be found in Note 1 and Note 7 to our consolidated financial statements.
New Accounting Pronouncements

In addition to those discussed previously, additional information regarding new accounting
pronouncements can also be found in Note 13 to our consolidated financial statements. Note 1 to our
consolidated financial statements also includes a summary of our significant accounting policies.
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Year Ended December 31,
(Dolars in millions, except per share amounts)

|
- |

Financial Results from Operations — 2007 ‘Compared with 2006
!

2007 2006

REVETIUE oo et ce e e e e e e e eas $12,694.0 $11,376.9
Operating Expenses: l

Salary and service COSIS .oveererenniciiieeed L e 9.008.2 8,087.8

Office and general expenses ............c.cc...... e 2,026.7 1,805.6

} ' 11,034.9 9,893.4

Operating Profit ... e 1,659.1 1,483.5
Net Interest Expense: |

INLETEST EXPEIISE .evvverererereererereeeecererereeeereneen? T 106.9 1249

IALETESt INCOME wevmeemtreresseeeeeeeeeeesesereeeeeene e eeeeeeereee e eeesenenmenes (32.9) (33.3)

74.0 91.6

Income Before INCOME TAXES ...vvvereiverrreereermsbeninssirerersssessesnssssessnrsrevsrens 1,585.1 1,391.9

Income TAXES ...coveeeeree e e 536.9 466.9

Income After Income Taxes .....coovvinriiscinsinnas b s 1,048.2 925.0

Equity in Earnings of Affiliates ...........coeevnvnreens 384 296

Minority INGErestS.......o.oveueveeeeeceevrieeeereeenenenen vt errssnesrneresensesressnesarennss (110.9) (90.6)

NEL INCOME ..ottt ss st et bre e et etsee e mebe e e $ 9757 $ 8640

Net Income Per Common Share:

BASIC crvvvrvrerreesererermssrnnsrsisasssssmsmisisssssmssssesbessnisisssssssasssesssesesssseseses $ 299 $ 252

L = RO AU 2.95 2.50

Dividends Declared Per Common Share .......c.oheviveererensnnieininsnsssseesens $0.575 $0.500

The following year-over-year analysis gives further details and insight into the changes in our financial
performance. ;

Revenue: When comparing performance ibetween years, we discuss non-GAAP financial measures such as
the impact that foreign currency rate changes, a}cquisitions/dispositions and organic growth have on reported
revenue. We derive significant revenue from international operations and changes in foreign currency rates
between the years impact our reported results. Qur reported results are also impacted by our acquisition and
disposition activity and organic growth. Accordingly, we provide this information to supplement the discussion
of changes in revenue period-to-period.

Qur 2007 consolidated worldwide revenue increased 11.6% to $12,694.0 millicn from $11,376.9 million
in 2006. The effect of foreign exchange impact1s increased worldwide revenue by $436.8 million. Acquisitions,
net of dispositions, increased 2007 worldwide revenue by $77.7 million and organic growth increased worldwide
revenue by $802.6 million. The compenents of ‘tota] 2007 revenue growth in the U.S. (“domestic”) and the

remainder of the world (“international”) are summarized below (dollars in millions):

! Total Domestic International

| $ % $ % $ %
December 31, 2006.........ccovmivinivcianans $1 ;1,376.9 — $6,194.0 — $5,1829 —
Components of revenue changes:
Foreign exchange impact.........ccoveeennen. ‘ 436.8 3.8% — — 436.8 8.4%
Acquisitions, net of dispositions ........... 777 0.7% 425 0.7% 352 0.7%
OIANIC. covcineeiisscisisiisnsessississssnans 8026  7.1% 4617  1.6% 3349  65%
December 31, 2007......cocooimivcricniinns $12,694.0 11.6%  $6,7042  82%  $5989.8 15.6%

The components and percentages are calclulated as follows:

« The foreign exchange impact componlent shown in the table is calculated by first converting the current
period’s local currency revenue using the average exchange rates from the equivalent prior period to
arrive at a constant currency revenue (in this case $12,257.2 million for the Total column in the table).
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The foreign exchange impact equals the difference between the current period revenue in U.S. Dollars
and the current period revenue in constant currency {in this case $12,694.0 million less $12,257.2
million for the Total column in the table).

* The acquisition component shown in the table is calculated by aggregating the applicable prior period
revenue of the acquired businesses. Netted against this number is the revenue of any business included
in the prior period reported revenue that was disposed of subseguent to the prior period.

= The organic component shown in the table is calculated by subtracting both the foreign exchange and
acquisition revenue components from total revenue growth.

» The percentage change shown in the table of each component is calculated by dividing the individual
component amount by the prior period revenue base of that component (in this case $11,376.9 million
for the Total column in the table).

The components of 2007 revenue and revenue growth compared to 2006 in our primary geographic
markets are summarized and discussed below (dollars in millions):

Revenue % Growth
United SEALES. ... B 0,704.2 8.2%
Euro Markets ......oocooivieveecieiiiieieeeeeeeeee e 2,709.7 16.9%
United Kingdom........ccoccevevmnrcvnnnee 1,393.8 13.3%
L 11 1 -1 USROS 1,886.3 15.3%
TOAY ..o 312,694.0 11.6%

As indicated, foreign exchange impacts increased our international revenue by $436.8 million for 2007.
The most significant impacts resulted from the strengthening of the Euro, British Pound, Australian Dollar and
Brazilian Real against the U.S. Dollar, which was offset primarily by the decline of the Japanese Yen against the
LS. Dollar. Assuming exchange rates at January 31, 2008 remain unchanged, we expect foreign exchange
impacts to increase our full-year 2008 consolidated revenue by between 1.5% and 2.5%. Additional geographic
information relating to our business is contained in Note 5 to our consolidated financial statements.

Due to a variety of factors, in the normal course, our agencies both gain and lose business from clients
each year. The net result in 2007, and historically each year for us as a whole, was an overall gain in new
business. Under our client-centric approach, we seek to broaden our relationships with our largest clients.
Revenue from our single largest client represented 2.8% of our worldwide revenue in 2007 and 3.6% in 2006.
No other client represented more than 2.4% in 2007 or more than 2.9% in 2006. Our ten largest and 100 largest
clients represented 16.7% and 46.2% of our 2007 worldwide revenue, respectively, and 18.3% and 46.2% of our
2006 worldwide revenue, respectively.

Driven by our clients’ continuous demand for more effective and efficient branding activities, we strive to
provide an extensive range of advertising, marketing and corporate communications services through various
client-centric networks that are organized to meet specific client objectives. These services include advertising,
brand consultancy, crisis communications, custom publishing, database management, digital and interactive
marketing, direct marketing, directory advertising, entertainment marketing, environmental design, experiential
marketing, field marketing, financial / corporate business-to-business advertising, graphic ans, healthcare
communications, instore design, investor relations, marketing research, media planning and buying, mobile
marketing services, multi-cultural marketing, non-profit marketing, organizational communications, package
design, product placement, promotional marketing, public affairs, public relations, recruitment communications,
reputation consulting, retail marketing, search engine marketing and sports and event marketing. In an effort to
monitor the changing needs of our clients and to further expand the scope of our services to key clients, we
monitor revenue across a broad range of disciplines and group them into the following four categories as
summarized below: traditional media advertising, CRM, public relations and specialty communications.



Year Ended December 31, (Dollars in millions)

| 2007 2006 2007 vs 2006

! % of % of s %
Revenue Revenue Revenue Revenue Growth Growth
Traditional media advertising .............. $5 463 7 43.0% $ 4879.2 429% $ 5845 12.0%
CRM .o rresrarae s senateansaes 4, 645 7 36.6% 40726 358% 573.1 141%
Public relations .....ccccooeeceeeceececeevreenenns 1,?73.1 10.0% 1,1458 10.1% 1273 11.1%
Specialty communications ...........c...... 1,315 104% 1,2793  11.2% 322 5%
$12,694.0 $11,376.9 $1,317.1 11.6%

Operating Expenses: Our 2007 worldwi!de operating expenses increased $1,141.5 million, or 11.5%, to
$11,034.9 million from $9,893.4 million in 2006, as shown below.

Year Ended December 31, (Dollars in millions)
2007 2006 2007 vs 2006
Fo of % of
| Total Total
% of QOperating % of Operating $ %
$ Revenue Expenses $ Revenue Expenses Growth  Growth
Revenue ........cccocovvmminnenceccennnen, $12,694.0 $11,376.9 $1,317.1  11.6%
Operating Expenses:
Salary and service COStS.....c.ceunne 95,0082, 71.0% 8l6% 80878 7TlL.1% 81.7% 9204 114%
Office and general expenses ...... 20267 160% 184% _1.805.6 159% 183% 221.1 122%
Total Operating Expenses................ 11,0349| 869% 9,893.4 R7.0% 1,141.5 115%
Operating Profit ..........c.cccecoeiia, $ 1,659, l| 13.1% $ 14835 13.0% $ 1756 11.8%

Because we provide professional services, salary and service costs represent the largest part of our
operating expenses. During 2007, we contmucd to invest in our businesses and their professional personnel. As a
percentage of total operating expenses, salary and service costs were 81.6% in 2007 and 81.7% in 2006. These
costs are comprised of salary and related costs imd direct service costs. Most, or $920.4 million and 80.6%, of
the $1,141.5 million increase in total operating 'expenses in 2007 resulted from increases in salary and service
costs. This increase was attributable to the increlase in our revenue in 2007 and the necessary increases in the
direct costs required to deliver our services and pursue new business initiatives, including direct salaries, salary
related costs and direct service costs, including'freelance labor costs and direct administrative costs, such as
travel, as well as increases in incentive-based compensation costs. This increase was partially offset by
reductions in employee stock-based compensatilon expense. As a result, salary and service costs as a percentage
of revenue were relatively stable year-to-year at 71.1% in 2006 compared to 71.0% in 2007.

Office and general expenses represented 1I8.4% and 18.3% of our operating expenses in 2007 and 2006,
respectively. These costs are comprised of office and equipment rents, technology costs and depreciation,
amortization of identifiable intangible assets, prlofcssional fees and other overhead expenses. As a percentage of
revenue, office and general expenses increased inarginally in 2007 from 15.9% to 16.0%, but remained flat year-
over-year on a constant currency basis. These costs are less directly linked to changes in our revenues than our
salary and service costs. Although they tend to increase as our revenues increase, the rate of increase could be

) . |
more, or less than the rate of increase in our revenues.

We expect we will continue our efforts to'align our costs with business levels on a location-by-location
basis and pursue a strategy of optimizing our op:erating margins and maintaining a high level of investment in
our people and our businesses as we look for ways to increase the variability of our cost structure.

Included in office and general expense for 2006 operating margin is a pre-tax net loss of $0.5 million
arising from the sale in the third quarter of a U.S.-based healthcare business and several small businesses. The
sale of the healthcare business resulted in a higﬂ book tax rate primarily caused by the non-deductibility of
goodwill. This increase in income tax expense was more than offset by a one-time reduction of income tax
expense from the resolution of uncertainties related to changes in certain foreign tax laws. The aggregate impact
of these events was a decrease in profit before tax of $0.5 million, a decrease in tax expense of $1.8 million and

an increase in net income of $1.3 million.
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Net Interest Expense: Our net interest expense decreased by $17.6 million in 2007 to $74.0 million, as
compared to $91.6 million in 2006. Qur gross interest expense decreased by $18.0 million to $106.9 million.
The decrease was primarily impacted by interest expense savings associated with the amortization in accordance
with Emerging Issues Task Force (“EITF”) No. 96-19, Debtor’s Accounting for a Modification or Exchange of
Debt Instruments (“EITF 96-19™), of supplemental interest payments made with respect to our 2031 and 2032
Notes that were made in 2006, but not in 2007. This reduction was offset by $14.7 million of additional interest
costs in the first quarter of 2007, compared to the first quarter of 2006, related to the issuance in late March
2006 of our 5.90% Senior Notes due April 15, 2006 (“Senior Notes™). During the third quarter of 2007, volatility
in the financial markets resulted in an increase in borrowing spreads in the commercial paper markets. To
mitigate the effect of these increased spreads, we arranged for $300 million in unsecured uncommitted lines of
credit and shifted funding a portion of our daily needs to these lines from our commercial paper program. There
were no borrowings outstanding under these lines at December 31, 2007, as these lines were terminated during
the fourth quarter of 2007.

In February 2008, we offered to pay a supplemental interest payment of $9.00 per $1,000 principal amount
of notes to holders of our 2031 Notes as of February 4, 2008 who did not put their notes back to us. None of the
2031 Notes were put back to us and on February 8, 2008, noteholders were paid a total supplemental interest
payment of $7.6 million that will be amortized ratably over a 12-month period to the next put date in accordance
with EITF 96-19. Because we made a supplemental interest payment on our 2031 Notes in 2008, but we did not
make a similar interest payment in 2007, interest expense will increase by $7.0 million in 2008.

See “Liquidity and Capital Resources” for a discussion of our indebtedness and related matters.

Income Taxes: Our 2007 consolidated effective income tax rate was 33.9%, which is up slightly from our
2006 rate of 33.5%. Excluding the net reduction in income tax expense in 2006 resulting from the resolution of
uncertainties in the third quarter related to changes in certain tax laws, that was somewhat offset by a high book
tax rate related o dispositions in the third quarter of 2006, the tax rate in 2006 would have been 33.7% which is
more in line with the 2007 rate. In connection with our adoption of FIN 48, there was no significant change to
our effective tax rate in 2007,

Earnings Per Share (EPS): For the foregoing reasons, our net income in 2007 increased $111.7 million,
or 12.9%, to $975.7 million from $864.0 million in 2006, Diluted earnings per share increased 18.0% to $2.95 in
2007, as compared to $2.50 in the prior year for the reasons described above, as well as the impact of the
reduction in our weighted average shares outstanding for the year. The reduction in our weighted average
common shares outstanding was the result of our purchases throughout 2006 and 2007 of treasury shares, net of
shares issued upon option exercises and shares issued under our employee stock purchase plan.
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Financial Results from Operations — 2006 Compared with 2005

Year Ended December 31,
(Dollars in millions, except per share amounts)

—— - —y——

2006 205
REVENLE 1ot cereeent s ssssssnees e s s ssessdee s sraesssasbes ssane st sssassnessmras $11,376.9 $10,481.1
Operating Expenses: .

Salary and SEervice COSIS .....cciicermierrrrrirniie s dersmrssees e s s rnesesansscenssaessares 8,087.8 74129

Office and general eXpenses ......ccorvvvvvveeccdnennccssecsreenenn i senessreneenes 1,805.6 1,728.4

9.8934 9,141.3

Operating Profit ... everevrresterteint e teaeteearannnanne 1,483.5 1,339.8
Net Interest Expense:

INterest EXPense .o e e e, 1249 780

INEETESL ICOME ..vvvvvvvvevsssnsesrssesssssssssmnsssises b (33.3) (18.8)

‘ 91.6 59.2

Income Before INCOmME TAXES .voveeeveeiiiceiee e bt errre e ner s snae 1,391.9 1,280.6
INCOME TAXES +.erreeecrerersssrreesrossssesseeseseseesesessesbeesssersssess o sesessesseseessens 466.9 435.3
Income After Income Taxe:;E 925.0 8453
Equity in Earnings of Affiliates .........ccc..c...... | ....................................... 29.6 27.6
Minority TIHETESES e ess s ceerereeeneememmemesereresabssssesssessseeeeeseesessseesesessees (90.6) (82.2)

Net IICOME vvrrereeeeseesees e Lo $ 864.0 $ 7907
Net Income Per Common Share: ]

Basic .. | $ 2.52 $ 219

Diluted... — 2.50 2.18
Dividends Declared Per Common Share SR A $0.500 $0.4625

The following year-over-year analysis gives further details and insight into the changes in our financial
performance.

- Revenue: When comparing performance between years, we discuss non-GAAP financial measures such as
the impact that foreign currency rate changes, acqulsn|0nsld|sposmons and organic growth have on reported
revenue. We derive significant revenue from 1ntemallcmal operations and changes in foreign currency rates
between the years impact our reported results, Qur reported results are also impacted by our acquisition and
disposition activity and organic growth. Accordingly, we provide this information to supplement the discussion
of changes in revenue period-to-period. |

Our 2006 consolidaied worldwide revenue increased 8.5% to $11,376.9 million from $10,481.1 million in
2005. The effect of foreign exchange impacts increased worldwide revenue by $72.3 million. Acquisitions, net
of dispositions, increased 2006 worldwide revenue by $25.9 million and organic growth increased worldwide
revenue by $797.6 million. The components of total 2006 revenue growth in the U.S. (“*domestic™) and the
remainder of the world (“international) are summarized below (dollars in millions):

| Total Domestic International
3 % $ % $ %
December 31, 2005........cmerreecrmmeormnenne $10481.1 — $5,7439  — $4,7372 —
Components of revenue changes:
Foreign exchange impact............. 723 07% — — 723 1.5%
Acquisitions, net of dispositions . 259 0.2% 34.6 0.6% 8.7 0.2)%
OIBANIC... v, 7976  7.6% 4155  1.2% 3821  8.1%
December 31, 2006..........cooviiircmcecnnns $113769 85%  $6,194.0 _18% 35,1829  94%

|
The components and percentages are calculated as follows:

» The foreign exchange impact component shown in the table is calculated by first converting the current
peried’s local currency revenue using ]the average exchange rates from the equivalent prior period to
arrive at a constant currency revenue {in this case $11,304.6 million for the Total column in the table).
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The foreign exchange impact equals the difference between the current period revenue in U.S. Dollars
and the current period revenue in constant currency (in this case $11,376.9 million less $11,304.6
million for the Total column in the table).

» The acquisition component shown in the table is calculated by aggregating the applicable prior period
revenue of the acquired businesses. Netted against this number is the revenue of any business included
in the prior period reported revenue that was disposed of subsequent to the prior period.

» The organic component shown in the table is calculated by subtracting both the foreign exchange and
acquisition revenue components from total revenue growth.

+ The percentage change shown in the table of each component is calculated by dividing the individual
component amount by the prior period revenue base of that component (in this case $10,481.1 million
for the Total column in the table).

The components of 2006 revenue and revenue growth compared to 2005 in our primary geographic
markets are summarized and discussed below (dollars in millions):

Revenue % Growth
United S1A1€S.....c.cocevevrecervvmsseerrecneeeseirereesrneee 3 0,194.0 7.8%
Buro Markets ........cooov e esrreenns 2,313.5 7.3%
United Kingdom .........coocvveeinenecninnneneccece e 1,229.7 11.6%
L T SR 1,639.7 10.9%
TOtal ... errereeeeeeens $11,376.9 _8.5%

As indicated, foreign exchange impacts increased our international revenue by $72.3 million for 2006. The
most significant impacts resulted from the strengthening of the Canadian Dollar, British Pound, Euro and
Brazilian Real against the U.S. Dollar, which was offset primarily by the decline of the Japanese Yen against the
U.S. Dollar. Based on exchange rates at January 31, 2007, we expect foreign exchange impacts to increase our
full-year 2007 consolidated revenue by between 1.0% and 1.5%. Additional geographic information relating to
our business is contained in Note 5 to our consolidated financial statements.

Due to a variety of factors, in the normal course, our agencies both gain and lose business from clients
each year. The net result in 2006, and historically each year for us as a whole, was an overall gain in new
business. Under our client-centric approach, we seek to broaden our relationships with our largest clients.
Revenue from our single largest client represented 3.6% of our worldwide revenue in 2006 and 4.0% in 2005.
No other client represented more than 2.9% in 2006 or 2005. Our ten largest and 100 largest clients represented
18.3% and 46.2% of our 2006 worldwide revenue, respectively, and 18.5% and 44.6% of our 2005 worldwide
revenue, respectively.

In an effort to monitor the changing needs of our clients and to further expand the scope of our services to
key clients, we monitor revenue across a broad range of disciplines and group them into the following four
categories as summarized below: traditional media advertising, CRM, public relations and specialty
communications.

Year Ended December 31, (Dollars in millions)

2006 2005 2006 vs 2005

% of % of $ %
Revenue Revenue Revenue  Revenue Growth Growth
Traditional media advertising .............. $ 48664 428% $ 45890 43.8% $277.4 6.0%
CRM ...t rveesve e 4,081.1 359% 36130 345% 468.1 13.0%
Public relations .oveeeeveeicvveeerecrsssreneeeenas 1,150.1 10.1% 1,045.7 10.0% 104.4 10.0%
Specialty communications .................. 1,279.3 11.2% 1,233.4  11.7% 45.9 3.7%
$11,376.9 $10,481.1 $895.8 8.5%
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Operating Expenses: Our 2006 worldwide operating expenses increased $752.1 million, or 8.2%, to
$9.893.4 million from $9,141.3 million in 2005, as shown below.

Year Ended December 31, (Dollars in millions)

2006 2005 2006 vs 2005
%o of % of
Total Total
% of Operating % of Operating $ %
$ Revenue Expenses $ Revenue Expenses Growth  Growth
REVENUE ...ocvvriivirrisesrcrinisirrereenians $11,376.9 $10,481.1 $895.8 8.5%
Operating Expenses:
Salary and service costs.............. 30878 71.1% 81.7% 74129 70.7% 38l.1% 674.9 9.1%
Office and general expenses ...... 1,8056 15.9% 183% 1,7284 165% 189% 712  4.5%
Total Operating Expenses................ 9,8931.4 87.0% 91413 87.2% 752.1 82%
Operating Profit ......ccoiciennnene. $ 1,4835 13.0% $ 1,339.8 128% $143.7  10.7%

Because we provide professional servim'as, salary and service costs represent the largest part of our
operating expenses. During 2006, we continued to invest in our businesses and their professional personnel. As a
percentage of total operating expenses, salary land service costs were 81.7% in 2006 and 81.1% in 2005. These
costs are comprised of salary and related costsl and direct service costs, Most, or $674.9 million and 89.7%, of
the $752.1 million increase in total operating expenses in 2006 resulted from increases in salary and service
costs. This increase was attributable to the i increase in our revenue in 2006 and the necessary increases in the
direct costs required to deliver our services and pursue new business initiatives, including direct salaries, salary
related costs and direct service costs, mcludm}; freelance labor costs and direct administrative costs, such as
travel, as well as increases in incentive-based compensation costs. This increase was partially offset by
reductions in severance and employee stock-based compensation expense. As a result, salary and service costs as
a percentage of revenue increased year-to-year from 70.7% in 2005 to 71.1% in 2006.

Office and general expenses represented 18.3% and 18.9% of our operating expenses in 2006 and 2005,
respectively. These costs are comprised of office and equipment rents, technology costs and depreciation,
amortization of identifiable intangible assets, ]l)rofessional fees and other overhead expenses. As a percentage of
revenue, office and general expenses decreased in 2006 from 16.5% to 15.9% as a result of continuing efforts to
better align these costs with business levels 01'1 a location-by-location basis. These costs are less directly linked
to changes in our revenues than our salary and service costs. Although they tend to increase as our revenues
increase, the rate of increase could be more, or less than the rate of increase in our revenues.

Included in office and general expense for 2006 operating margin is a pre-tax net loss of $0.5 million
arising from the sale in the third quarter of a U S.-based healthcare business and several small businesses. The
sale of the healthcare business resulted in a hlgh book tax rate primarily caused by the non-deductibility of
goodwill. This increase in income tax cxpensc was more than offset by a one-time reduction of income tax
expense from the resolution of uncertainties r'-lalated to changes in certain foreign tax laws. The aggregate impact
of these events was a decrease in profit before tax of $0.5 million, a decrease in tax expense of $1.8 million and
an increase in net income of $1.3 million. Exclluding the net loss of $0.5 million, our 2006 operating margin was
unchanged.

Included in office and general expense for 2005 is a pre-tax net gain of $6.9 million arising from the sale
in the first quarter of a majority-owned business located in Australia and New Zealand and the disposal of a non-
strategic business located in the United States| Due to the unusually high book tax rate caused by the non-
deductibility of goodwill, the book tax cost of the transactions was $6.1 million. After deducting minority
interest expense, the impact of these transactlons increased net income in 2005 by $0.4 million. Excluding the
net gain of $6.9 million from investment actmty, office and general expenses were 16.6% of revenue in 2005.

Net Interest Expense: Qur net interest expense increased in 2006 to $91.6 million, as compared to $59.2
million in 2005. Qur gross interest expense inCreased by $46.9 million to $124.9 million. This increase was
primarily impacted by $45.5 million of addmclmal interest costs related to the issuance of our 5.90% Senior
Notes due April 15, 2016 (“Senior Notes™) and $23.9 million of additional interest costs associated with the
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amortization, in accordance with Emerging Issues Task Force (“EITF”) No. 96-19, Debtor’s Accounting for a
Modification or Exchange of Debt Instruments (“EITF 96-19"), of supplemental interest payments made with
respect to our Liquid Yield Option Notes due 2031 (“2031 Notes”).

These increases were partially offset by interest expense savinigs relative to the redemption at maturity in
June 2005 of our Euro-denominated (“€”) 152.4 million 5.20% Notes, as well as interest expense savings under
our commercial paper program compared to the prior year, The increase in interest income is the result of
increased levels of cash and short-term investments on hand during the year as well as increases in short-term
interest rates.

See “Liquidity and Capital Resources” for a discussion of our indebtedness and related matters.

Income Taxes: Our 2006 consolidated effective income tax rate was 33.5%, which is lower than our 2005
rate of 34.0%. The 33.5% tax rate for 2006 was impacted by the following activity. During the third quarter of
2006, we disposed of a U.S.-based healthcare business and several small businesses as described above. The sale
of the healthcare business resulted in a high book tax rate primarily caused by the allocation of non-deductible
goodwill in accordance with SFAS 142. This increase in income tax expense was more than offset by a one-time
reduction of income tax expense resulting from the resolution of uncertainties related to changes in foreign tax
laws. Excluding this activity, our tax rate for 2006 would have been 33.7%. The 34.0% tax rate for 2005 was
also high, as it was impacted by the sale in the first quarter of 2005 of a majority-owned business in Australia
and New Zealand that resulted in a gain and an unusually high book tax rate on that gain, Excludmg the effect of
the gain and the related tax impact, our 2005 tax rate would also have been 33.7%.

Earnings Per Share (EPS): For the foregoing reasons, our net income in 2006 increased $73.3 million, or
9.3%, to $864.0 million from $790.7 million in 2005. Diluted eamnings per share increased 14.7% to $2.50 in
20086, as compared to $2.18 in the prior year for the reasons described above, as well as the impact of the
reduction in our weighted average shares outstanding for the year. This reduction in our weighted average
common shares outstanding was the result of our purchases of treasury shares net of shares issued upon option
exercises and share issuances under our employee stock purchase plan, A substantial portion of our treasury
share repurchases were made in connection with an accelerated share repurchase (“ASR”) program described in
our Liquidity and Capital Resource discussion.

Liquidity and Capital Resources
Cash Requirements, Including Contractual Obligations

Historically, substantially all of our non-discretionary cash requirements have been funded from operating
cash flow and cash on hand. Our principal non-discretionary funding requirement is our working capital. In
addition, as discussed below, we have contractual obligations related to our debt, senior notes and convertible
notes, our recurring business operations primarily related to lease obligations, as well as certain contingent
acquisition obligations related to acquisitions made in prior years.

Our principal discretionary cash requirements include dividend payments to our shareholders, repurchases
of our common stock, payments for strategic acquisitions and capital expenditures. Qur discretionary spending is
funded from operating cash flow, cash on hand and short-term investments. In addition, in any given year,
depending on the level of discretionary activity, we may use other sources of available funding, such as the
liquidation of short-term investments or the issuance of commercial paper to finance these activities.

We have a seasonal working capital cycle. Working capital requirements are lowest at year-end. The
fluctuation in working capital requirements between the lowest and highest points during the course of the year
can be more than $1.5 billion. This cycle occurs because our businesses incur costs on behalf of our clients,
including when we place media and incur production costs. We generally require collection from our clients
prior to our payment for the media and production cost obligations. During the year, we manage liquidity
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through our credit facilities as discussed below under “Cash Management.” At December 31, 2007, our cash and
cash equivalents increased by $33.7 million from December 31, 2006. The components of the increase in 2007
are summarized below (dollars in millions):

_ SOURCES
Cash Flow from Operations........cc..ccoeveuin...e.! eteeteritr i reeeebesaneshe e aseaaaas $1,599.3
Eliminate changes in net working capital O DO (243.8)
Subtotal, PHACIpAI Cash SOUIGES ..o 1,355
l USES
Capital eXpenditUFES. ... ..ovvemrrrreieierec e e $(223.0)
DAVIAENAS PRI revvervrrrerrreereserssererrmneeenerepesons e eeeeee s (182.8)
Acquisition payments, net of cash acqu1red 5 S (358.8)
Purchase of treasury shares (net of proceeds ﬂ%om stock option
exercises and stock sold in our employee stock purchase plan
of $100.9 million) ....cooveeeeeeceverrvrcceccreceeene et et et {798.8)
Subtotal, Principal Discretionary Cash Uscs...“. ............ et {1,563.4)
Discretionary Cash Uses in Excess of Pnncnpal Cash Sources .......... (207.9)
Exchange rate changes... eernerees l (64.4)
Other, principally net proceeds from sales of short term mvestmems 8§2.2
Addback changes in net working capital... eereesrereessesesasenrses s 243.8
Increase in cash and cash equiva]ents.........!‘......................................... § 537

The Principal Cash Sources and Principal Discretionary Cash Uses numbers presented above are non-
GAAP financial measures. These amounts exclude changes in working capital and certain other invesiing and
financing activities, including commercial paper issuances and redemptions, used to fund these working capital
changes. This presentation reflects the metrics{used by us to assess our sources and uses of cash and was
derived from our consolidated statements of cash flows. We believe that this presentation is meaningful for
understanding our primary sources and primarg.r uses of that cash flow. Additional information regarding our cash
flows can be found in our consolidated ﬁnanciLal statements.

Contractual Obligations and Other Confvmercial Commitments: We enter into numerous contractual and
commercial undertakings in the normal course, of our business. The following table summarizes information
about certain of our obligations as of December 31, 2007 and should be read together with Note 3 (Bank loans
and lines of credit), Note 4 (Long-term debt and convertible notes), Note 8 (Income taxes), Note 10
(Commitments and contingent liabilities), Noté 11 (Fair value of financial instruments) and Note 12 (Financial
instruments and market risk) to our consolidated financial statements.

. Duein Due in Due in Due in more
Less than 1 1to3 3to5 than 5
Year Years Years Years Total
Contractual Obligations at
December 31, 2007 | (Dollars in millions)

Long-term debt ..o $ 26 $ 168 $ 04 $ 9960 $1,0158
Convertible NOES ...cc.ecvverreereenreareresreneens — — — 2,041.5 2,041.5
Lease obligations ........cocevveovecvenerercenenenns 4427 694.4 468.8 763.9 2,369.8
UHNCEIRIN (X POSHEIONS..ersnrerrrrrsr e I — 639 — 672
OURET c.ecv v rrer e e eeee et s ee e sssieses 5.5 — — — 55
TOAl woeeveceerriienens et s ese s $454.1 $711.2 $533.1 $3,801.4 $5,499.8

As more fully described below under the heading “Debt Instruments, Guarantees and Related Covenants,”
the holders of the convertible notes included in the table above have the right to cause us to repurchase up to the
entire aggregaie face amount of the notes then outstanding for par value at certain dates in the future. If these
rights were exercised at the earliest possible future date, as set forth in Note 4 to our conselidated financial

- statements, $2,041.5 million of convertible nolles could be due in less than one year.
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Our liability for uncertain 1ax positions is subject to uncertainty as to when or if the liability will be paid.
We have assigned the liability to the period(s) presented based on our judgment as to when these liabilities will
be resolved by the appropriate taxing authorities.

Due in Due in Due in Due in more
Less than 1 1to3 Jto s than §

Year Years Years Years Total

Other Contractual Obligations at
December 31, 2007 (Dollars in millions)

Lines of eredit.....cocoeeiecreieerseinesneseanns $— $— $— $— $—
Guarantees and letters of credit ................ 06 02 — 01 _09
TOUAD 11 eceee v e e ame e $0.6 $0.2 $— $0.1 $0.9

As discussed above, in the normal course of business, our agencies enter into various contractual media
commitments on behalf of our clients at levels substantially exceeding our revenue, These commitments are
included in our accounts payable balance when the media services are delivered by the providers. Historically,
we have not experienced significant losses for media commitments entered into on behalf of our clients and we
believe that we do not have substantial exposure to potential losses of this nature in the future as we monitor
closely the credit worthiness of our clients. In the event that we are commitied to the media services and our
client has not paid us, we believe that the risk of material loss is minimal because in the normal course of
business we have reasonable options available to us to substantially mitigate potential losses.

Contingent Acquisition Obligations: Certain of our acguisitions are structured with contingent purchase price
obligations, often referred to as eam-outs. We utilize contingent purchase price structures in an effort to minimize the
risk 1o us associated with potential future negative changes in the performance of the acquired entity during the post-
acquisition transition period. These payments are not contingent upon future employment. The amount of future
contingent purchase price payments that we would be required to pay for prior acquisitions, assuming that the
businesses perform over the relevant future periods at their current profit levels, is approximately $378 million as of
December 31, 2007. The uitimate amounts payable cannot be predicted with reasonable certainty because they are
dependent upon future results of operations of the subject businesses and are subject to changes in foreign currency
exchange rates. In accordance with U.S. GAAP, we have not recorded a liability for these items on our balance sheet
since the definitive amount is not determinable or distributable. Actual results can differ from these estimates and the
actual amounts that we pay are likely to be different from these estimates. Our obligations change from period to
period primarily as a result of payments made during the current period, changes in the acquired entities’
performance and changes in foreign currency exchange rates. These differences could be significant. The contingent
purchase price obligations as of December 31, 2007, calculated assuming that the acquired businesses perform over
the relevant future periods at their current profit levels, are as follows:

(Dollars in millions)
2008 2009 2010 2011 Thereafter Total

$173 $88 $90 $26 $1 3378

In addition, owners of interests in certain of our subsidiaries or affiliates have the right in certain circumstances
to require us to purchase additional ownership interests in those companies. Assuming that the subsidiaries and
affiliates perform over the relevant periods at their current profit levels, the aggregate amount we could be required to
pay in future periods is approximately $314 million, $208 million of which relates to obligations that are currently
exercisable. If these rights are exercised, there would likely be an increase in our net income as a result of our
increased ownership and the reduction of minority interest expense, The ultimate amount payable relating to these
transactions will vary because it is primarily dependent on the future results of operations of the subject businesses,
the timing of the exercise of these rights and changes in foreign cumrency exchange rates. The actual amount that we
pay is likely 10 be different from this estimate and the difference could be significant. The obligations that exist for
these agreements as of December 31, 2007, calculated using the assumptions above, are as follows:

{Dollars in millions)

Currently Not Currently

Exercisable Exercisable Total
SubSIdIary: AZENCIES «.ecuevieeeiiireitictetisre e sas e eas $169 $93 $262
Affiliated agencies . .....ooooooeeiir e 39 13 52
L 7Y OO $208 $106 $314




Sources and Uses of Cash

QOur cash requirements have historically been funded by a combination of cur operating cash flow and cash
on hand, as well as points in time when we have opportunistically accessed the capital markets. Our capital
market transactions have included issuing $1. 0 billion in ten-year fixed rate notes Senior Notes in 2006 and
convertible notes in an aggregate principle am'ount of $600.0 millicn, $900.0 million and $850.0 million in 2003,
2002 and 2001, respectively. The proceeds wcre used for general corporate purposes, including the repurchase of
our shares and the repayment of maturing debt. On March 31, 2006, we entered into an agreement to purchase
11.0 million shares of our outstanding common stock for $458.7 million. We repurchased the shares under an
accelerated share repurchase ("ASR”) program with a financial institution at $41.705 per share with an initial
settlement date of April 3, 2006. The purchase was funded using a portion of the proceeds from our Senior
Notes offering. During the second quarter of 2006 the financial institution purchased the 11.0 million shares of
our commeon stock in the open market and we\pald a settlement amount of $45.1 million, referred to as the
purchase price adjustment, based upon the difference between the actual cost of the shares purchased by the
financial institution of $45.805 per share and t|he initial purchase price of $41.705 per share.

At December 31, 2007, we had $1 ,793.2; million in cash and cash equivalents. In addition, we had $2.5
billion in unused committed credit facilities available for immediate use to fund our cash needs, These credit
facilities are more fully described in Note 3 to our consolidated financial statements.

Our operating cash flow and access to the capital markets could be impacted by macroeconomic faciors
outside of our control. Additionally, access to the capital markets could be impaired by adverse changes to the
short and long-term debt credit ratings assigned to us by independent rating agencies.

Standard and Poor’s Rating Service currently rates our long-term debt A-, Moody’s Investors Service rates
our long-term debt Baal and Fitch Ratings ratés our long-term debt A-. Our short-term debt credit ratings are
A2, P2 and F2 by the respective agencies. Our, outstanding Senior Notes, convertible notes and bank credit
facilities do not contain provisions that require acceleration of cash payments should our debt credit ratings be
downgraded. The interest rates and fees on our bank credit facilities, however, will increase if our long-term debt
credit rating is lowered.

As described in Note 3, our committed Qank facilities contain two financial covenants relating to cash flow
and interest coverage, which we met by a signliﬁcam margin as of December 31, 2007.

We believe that our current financial coqdition provides us with the ability to readily access the capital
markets. Also, our cash balances combined with our liquidity of short-term investments, operational cash flows
and unused committed borrowing capacity are sufficient to support our foreseeable cash requirements, arising
from working capital, outstanding debt, capital| expenditures, dividends, acquisitions and stock repurchases.

Cash Management

We manage our cash and liquidity centrally through treasury centers in North America and Europe. Each
day, operations with excess funds invest these funds with their regional treasury center. Likewise, operations that
require funding will borrow funds from their reglonal treasury center. The treasury centers then aggregate the net
position of the operating companies. The net posmon is either invested with or borrowed from third party
providers. To the extent that our treasury centers require liquidity, they have the ability to access local currency
lines of credit, our $2,500.0 million committed bank facilities, or issue up to $1,500.0 million of U.S. Dollar-
denominated commercial paper. This enables us to reduce our consolidated debt levels and minimize interest
expense as well as centrally manage our exposure 1o foreign exchange.

Our cash and cash equivalents increased by $53.7 million and our short-term investments decreased by
$141.5 million from the prior year. Short-term investments include investments of our excess cash which we
expect to convert inte cash in our current operating cycle, generally within one year. The majority of our short-
term investments represent time deposits that mature in 2008. At December 31, 2007, our short-term investments
did not include any auction rate securities.
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We manage our net debt position, which we define as total debt outstanding less cash and short-term
investments, centrally through our treasury centers as discussed above. Our net debt outstanding at December
31, 2007 increased by $90.8 million as compared to the prior year-end, as summarized below (dollars in
millions):

2007 2006
Debt:,
Bank loans (due less than 1 Year) ... £ 120 $§ 105
Commercial paper issued under $2.5 billion
. 5-Year Revolver due June 23, 2011 e rvrseeenenerenresneees — —
10-Year Notes due April 15, 2016 ......ooeevvvviriniinsfeieieceeernesieis 996.0 995.5
Convertible notes due February 7, 2031 ... 847.0 847.0
Convertible notes due July 31, 2032......cco e 727.0 727.0
Convertible notes due June 15, 2033 ... 0.2 394
Convertible notes due July 1, 2038........oocoe 467.3 428.1
OLher debl ......ooeeeveveereriiirrrrsseeenes oo bbb sanen 19.8 18.8
TOLRL DEDL ..ottt eensc s ssn e e s er e st bbb s smane 3,069.3 3,066.3
Cash and short-term INVESIMENES ...ocvveviriersinseessnrrssserrersvnsssieessansvanes 1,841.0 1,928.8
INEL DEDE ..o rertemcmee e eresaenesnss s e sesrs e e e s amem e mssr e ensm s ba $1,228.3 $1,1375

Net Debt is a non-GAAP financial measure. We believe this presentation is meaningful for understanding
our net debt position and it reflects one of the key metrics used by us to assess our cash management.

Debt Instruments, Guarantees and Related Covenants

We maintain a credit facility with a consortium of banks providing borrowing capacity of up to $2,500
million as described in Note 3 to our consolidated financial statements. This credit facility is available to provide
credit support for issuances under our $1,500.0 million commercial paper program, as well as 1o provide back-
up liquidity in the event any of our convertible notes are put back to us. We typically fund our daily borrowing
needs by issuing commercial paper or by borrowing under our short-term uncommitted lines of credit.
Occasionally, we may draw down on our credit facility. During 2007, we issued and redeemed $20.0 billion of
commercial paper. The average term of the commercial paper was 3.2 days. As of December 31, 2007, we had
no commercial paper or bank loans outstanding under these credit facilities. At December 31, 2007, we had
short-term bank leans of $12.0 million outstanding, which are comprised of bank overdrafts by our international
subsidiaries. These bank overdrafts are treated as unsecured loans pursuant to the subsidiaries’ bank agreements,

Our credit facility contains financial covenants that restrict our ability to incur indebtedness as defined in
the agreements. These financial covenants limit the ratio of total consolidated indebtedness to total consolidated
EBITDA (for these purposes, EBITDA is defined as earnings before interest, taxes, depreciation and
amortization) to no more than 3.0 times. In addition, they require us to maintain a minimum ratio of EBITDA to
interest expense of at least 5.0 times. At Decemnber 31, 2007, we were in compliance with these covenants, as
our ratio of debt to EBITDA was 1,6 times and our ratio of EBITDA to interest expense was 17.5 times.

In March 2006, we issued $1.0 billion aggregate principal amount of 5.90% Senior Notes due Apri} 15,
2016. The gross proceeds from the issuance were $995.1 million. The gross proceeds less fees resulted in a
6.05% yield to maturity. The Senior Notes were issued by Omnicom Group Inc. and two of our wholly owned
finance subsidiaries, Omnicom Capital Inc. and Omnicom Finance Inc., as co-obligors similar to our Convertible
Notes. The Senior Notes are senior unsecured notes that rank in equal right of payment with all existing and
future unsecured indebtedness and as a joint and several liability of the issuer and the co-obligors.

At December 31, 2007, we had a total of $2,041.5 million aggregate principal amount of convertible notes
outstanding, including $847.0 million 2031 Notes that were issued in February 2001, $727.0 million 2032 Notes
that were issued in March 2002, $0.2 million Zero Coupon Zero Yield Convertible Notes due 2033 that were
issued in June 2003 and $467.3 million Zero Coupon Zero Yield Convertible Notes due 2038 (“2038 Notes™)
that were originally issued in June 2003 as 2033 Notes that were subsequently amended in June 2006 to become
the 2038 Notes.
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The holders of our 2031 Notes have the right to cause us to repurchase up to the entire aggregate principal
amount of the notes then outstanding for par value in February of each year. The holders of our 2032 Notes have
the right to cause us to repurchase up to the entire aggregate principal amount of the notes then outstanding for
par value in August of each year. The holders of our 2038 Notes bave the right to cause us to repurchase up to
the entire aggregate principal amount of the noltes then outstanding for par value on June 15, 2008, 2010, 2013,
2018, 2023 and on each June 15 annually thereafter through June 15, 2037. The 2031, 2032, 2033 and 2038
Notes are convertible, at specified ratios, only Iupon the occurrence of certain events, including: if our common
shares trade above certain levels, if we effect extraordinary transactions or, in the case of the 2031 Notes and the
2032 Notes, if our long-term debt credit rating:s are downgraded to BBB or lower by Standard & Poor’s Ratings
Service, or Baa3 or lower by Moody's Investors Service or in the case of the 2033 and 2038 Notes to BBB- or
lower by S&P, and Bal or lower by Moody’s. These events would not, however, result in an adjustment of the
number of shares issuable upon conversion and would not accelerate the holder’s right to cause us to repurchase
the notes. For additional information about the terms of these notes, see Note 4 to our consolidated financial

statements.

In August 2005, we paid a supplemental |interest payment of $33.5 million to qualified noteholders of our
2032 Notes, equal 10 $37.50 per $1,000 principal amount of notes, that did not put their notes back to us. The
total supplemental interest payment was amortized ratably over a 12-month period to the next put date ending in
August 2006 in accordance with EITF 96-19.

In February 2006, we paid a supplemental interest payment of $39.2 million to qualified noteholders of
our 2031 Notes that did not put their notes back to us. The total supplemental interest payment was amortized
ratably over a 12-month period to the next put date in February 2007 in accordance with EITF 96-19.

In June 2006, we offered to pay a supplemental interest payment of $27.50 per $1,000 principal amount of
notes to holders of our 2033 Notes that did not put their notes back to us and consented to the amendments to
the notes and related indenture as of June 27, 2006. The principal amendment extended the maturity of the notes
from June 15, 2033 to July 1, 2038. The additional amendments conformed other terms of the notes for the
extension of the maturity date, as well as amenlding the comparable yield. On June 21, 2006, we repurchased
$132.5 million of 2033 Notes that were put to us, With respect to the remaining $467.5 million of 2033 Notes as
of June 30, 2006, noteholders holding a combihed amount of $428.1 million consented to the amendments, were
paid $27.50 per $1,000 note and their notes we:re amended. The total supplemental interest payment of $11.7
million is being amortized ratably over a 24-month period to the next put date in accordance with EITF 96-19.
The remaining noteholders of the 2033 Notes, :comprising $39.4 million aggregate principal amount of notes, did
not consent 1o the amendments and were not paid the supplemental interest payment. During 2007, substantially
all of the remaining holders of the 2033 Notes :exchanged their 2033 Notes for 2038 Notes, reducing the
aggregate principal amount of our 2033 Notes 1o $0.2 million, No supplemental interest payment or fee was paid

to noteholders for this exchange.

In July 2006, we offered to pay a supplememal interest payment of $32.50 per $1,000 principal amount of
notes to holders of our 2032 Notes as of August 1, 2006 that did not put their notes back to us. On August 4,
2006, we repurchased $165.2 million of our 20?2 Notes that were put to us. With respect to the remaining $727.0
million of notes, noteholders were paid a total supplemental interest payment of $23.6 million on August 2, 2006
which was amortized ratably over a 12-month period to the next put date in accordance with EITF 96-19,

In February 2007, we did not pay a supplemental interest payment to qualified noteholders of our 2031
Notes. Additionally, none of the 2031 Notes were put back to us for repayment.

In July 2007, we did not pay a supplemental interest payment to qualified noteholders of our 2032 Notes.
Additionally, none of the 2032 Notes were put back to us for repayment.

In February 2008, we offered to pay a supplemental interest payment of $9.00 per $1,000 principal amount
of notes to holders of our 2031 Notes as of February 4, 2008 who did not put their notes back to us. None of the
2031 Notes were put back to us and on February 8, 2008, noteholders were paid a total supplemental interest
payment of $7.6 million that will be amortized ratably over a 12-month period to the next put date in accordance
with EITF 96-19.
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Our outstanding debt and amounts available under these facilities as of December 31, 2007 (dollars in
millions) were as follows:

Debt Available
OQutstanding Credit
Bank loans (due in less than 1 Year) ..........ccoovvveeeeeeceeeececee e $ 120 —
Commercial paper issued under
$2.5 billion Revolver due June 23, 2011 oo — $2,500.0
Senior Notes due April 15, 2016........cviiveceeneeerre e 596.0 —
Convertible notes due February 7, 2031 .......ccocoivmmieiee e 847.0 —
Convertible notes due July 31, 2032, eresneenns 727.0 —
Convertible notes due June 15, 2033 ... 0.2 —
Convertible notes due July 1, 2038 ..o 467.3 —
Other debl .....oc v s 19.8 —
TOAL ..ottt s e e e e nereas $3,069.3 $2,500.0

Additional informatien about our indebtedness is included in Notes 3 and 4 to our consolidated financial
statements.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

Foreign Exchange: Our results of operations are subject to risk from the translation to the U.S. Dollar of
the revenue and expenses of our foreign operations, which are generally denominated in the local currency. The
effects of currency exchange rate fluctuation on the translation of our results of operations are discussed in Note
12 of our consolidated financial statements. For the most part, cur revenue and the expenses incurred related to -
that revenue are denominated in the same currency. This minimizes the impact that fluctuations in exchange
rates will have on our net income.

While our agencies conduct business in more than 70 different currencies, our major non-U.S, currency
markets are the European Monetary Union (EMU), the United Kingdom, Japan, Brazil and Canada. As an
integral part of our treasury operations, we enter into short-term forward foreign exchange contracts which
manage the foreign exchange risk of the intercompany cash movements between subsidiaries operating in
different currency markets from that of our treasury centers from which they borrow or invest. In the limited
number of instances where operating expenses and revenue are not denominated in the same currency, amounts
are premptly settled or hedged in the foreign currency market with forward contracts, At December 31, 2007, we
had forward foreign exchange contracts outstanding with an aggregate notional principal of $246.9 million
mitigating the foreign exchange risk of intercompany borrowings and investments. The majority of the contracts
were denominated in our major international market currencies with maturities ranging from two to 365 days
with an average duration of just over 100 days.

In addition to hedging intercompany cash movement, we enter into short-term forward foreign exchange
contracts which hedge U.S. Dollar commercial paper issued by our London treasury center, whose functional
currency is the British Pound. At December 31, 2007, we had no forward contracts outstanding relating to this
activity as there was no commercial paper outstanding.

Additionally, at December 31, 2007 we had cross-currency interest rate swaps in place with an aggregate
notional principal amount of €230.0 million (Euro) maturing in 2010 and Japanese Yen-based cross-currency
interest rate swaps with an aggregate notional principal amount of Japanese Yen 22.0 billion maturing in 2013.
See Note 12 to our consolidated financial statements for information about the fair value of each type of
derivative instrument.

The forward foreign exchange and swap contracts discussed above were entered into for the purpose of
hedging certain specific currency risks. These risks are primarily the result of the temporary movement of money
from one local market to another as part of our cash management program. As a result of these financial
instruments, we reduced financial risk in exchange for foregoing any gain (reward) which might have occurred if
the markets moved favorably. In using these contracts, we exchanged the risks of the financial markets for
counterparty risk. To minimize counterparty risk, we only enter into these contracts with major well-known
banks and financial institutions that have debt credit ratings equal to or better than our credit rating.
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These hedging activities are confined to risk management activities related to our international operations.
We have established a centralized reporting system to evaluate the effects of changes in interest rates, currency
exchange rates and other relevant market risks, We periodically determine the potential loss from market risk by
performing a value-at-risk computation. Value-at-risk analysis is a statistical model that utilizes historic currency
exchange and interest rate data to measure the potential impact on future earnings of our existing portfolio of
derivative financial instruments. The value-at- nsk analysis we performed on our December 31, 2007 portfolio of
derivative financial instruments indicated that the risk of loss was immaterial. This overall system is designed to

I
enable us to initiate remedial action, if appropriate.

Debt Instruments: In March 2006, we issued $1.0 billion aggregate principal amount of our Senior Notes
due April 15, 2016. The gross proceeds from the issuance were $995.1 million. The gross proceeds less fees
resulted in a 6.05% yield to maturity. The Semor Notes were issued by Omnicom Group Inc. and two of our
wholly-owned finance subsidiaries, Omnicom Capltal Inc. and Omnicom Finance Inc., as co-obligors, similar to

our Convertible Notes. The Senior Notes are SFHIOI’ unsecured notes that rank in equal right of payment with all
existing and future unsecured indebtedness and as a joint and several liability of the issuer and the co-obligors.

In June 2006, we amended and extended our five-year credit facility to June 23, 2011 and increased the
amount available from $2.1 billion to $2.4 bill‘ion with substantially the same bank consortium. In conjunction
with this amendment and extension, we terminated our $400.0 million 364-day revolving credit facility that was

due to expire. Subsequently, in September 2006 the facility was increased from $2.4 billion to $2.5 billion. We
have the ability to classify outstanding borrowmgs if any, under our five-year credit facility as long-term debt.

In funding our day-to-day liquidity, we are an active participant in the commercial paper market with a

$1.5 billion program. As of December 31, 200‘7 » we had no commercial paper outstanding. Our credit facility
provides credit support for commercial paper, as well as providing back-up liquidity in the event any of our

convertible notes are put back to us.

Our bank syndicate includes large global banks such as Citibank, JPMorgan Chase, HSBC, ABN Amro,
Deutsche, Bank of America, Societe Generale land BBVA. We also include large regional banks in the U.S. such

as Wachovia, US Bancorp, Northern Trust, PN‘C and Wells Fargo. We also include banks that have a major
presence in countries where we conduct busmess such as Sumitomo in Japan, Fortis in Belgium, Intesa San

Paolo in Italy, Scotia in Canada and ANZ in Austraha

Our other long-term debt consists principally of convertible notes. As previously discussed, the holders of

these convertible notes have the right on speciﬁc dates to cause us to repurchase up to the aggregate principal
amount. We may offer the holders of our convertible notes a supplemental interest payment or other incentives to

induce them not to put the convertible notes to‘} us in advance of a put date. If we were to decide to pay a
supplemental interest payment, the amount inc‘urred would be based on a combination of market factors at the
time of the applicable put date, including our stock price, short-term interest rates and a factor for credit risk.

If the convertible notes are put back to u‘s, our interest expense could increase. The extent, if any, of the
increase in interest expense will depend on the portion of the amount repurchased that was refinanced, when we

refinance, the type of instrument we use to refinance and the term of the instrument.

Supplemental interest payments such as ithose made in 2005 and 2006 to qualified notcholders, as
described above under “Debt Instruments, Gua‘trantees and Related Covenants,” are one method of keeping the
convertible notes outstanding. If we are required to satisfy a put, based on our current financial condition and

expectatlons we expect to have sufficient aval‘]able cash and unused credit commitments to fund any put, while
still preserving ample capacity under these commitments to meet our cash requirements for the normal course of

our business operations after the put event.

Qur credit commitments allow either the issuance of commercial paper or bank loans, and we would likely

fund the put initially using some combination \Of these instruments. We would then evaluate all funding
alternatives available to us to replenish our credit capacity and liquidity. We believe the funding alternatives
would include substantially all forms of debt, Equity and convertible instruments available to us by accessing the
public or private capital markets. Our eva]uatlc‘m would likely include the expected cash flows from the normal

course of our business operations and the credit capacity to fund additional potential puts on the remaining
outstanding convertible notes.
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Currently, we meet all of our debt covenant requirements. Our credit facilities contain financial covenants
limiting the ratio of total consolidated indebtedness to total consolidated EBITDA (for purposes of these
covenants EBITDA is defined as earnings before interest, taxes, depreciation and amortization) to no more than
3.0 times. At December 31, 2007, our ratio of debt to EBITDA was 1.6 times. In addition, we are required to
maintain a minimum ratio of EBITDA io interest expense of at least 5.0 times. At December 31, 2007, our ratio
of EBITDA to interest expense was 17.5 times. We were in compliance with these covenants. In addition, the
credit facilities do not limit our ability to declare or pay dividends.

Even if we were to replace the convertible notes with another form of debt on a dollar-for-dollar basis, it
would have no impact on either our debt 1o capital ratios or our debt 1o EBITDA ratio. If we were 1o replace our
convertible notes with interest-bearing debt at prevailing rates, this potential increase in interest expense would
negatively impact our coverage ratios, such as EBITDA to interest expense. However, the coverage ratios
applicable to our credit facilities and ratings levels are currently well within the thresholds. If either our ratio of
debt to EBITDA increased by 50%, or our ratio of EBITDA to interest expense decreased by 50%, we would
still be in compliance with these covenants. Therefore, based on our current coverage ratios, our present
expectations of our future operating cash flows and expected access to debt and equity capital markets, we
believe any increase in interest expense and reduction in coverage ratios would still place us comfortably above
the coverage ratio requirements. Thus, we do not expect any negative impact on our credit ratings if the
convertible notes are put to us.

Credit Markets: During the third quarter of 2007, volatility in the financial markets resulted in an increase
in borrowing spreads in the commercial paper market. To mitigate the effect of these increased spreads, we
arranged for $300.0 million in unsecured uncommitted lines of credit and shifted the funding of a portion of our
daily borrowing needs to these lines from our commercial paper program. At December 31, 2007 there were no
borrowings outstanding under these unsecured uncommitted lines of credit, as these lines were terminated during
the fourth quarter of 2007. At December 31, 2007, the volatility in the credit markets did not have any impact on
our debt instruments and credit ratings.

Item 8. Financial Statements and Supplementary Data

Our financial statements and supplementary data are included at the end of this report beginning on page
F-1. See the index appearing on the following pages of this report.

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None.

Item 9A. Controls and Procedures

We maintain disclosure controls and procedures designed to ensure that information required to be
disclosed in our SEC reports is recorded, processed, summarized and reported within applicable time periods.
Disclosure controls and procedures include, without limitation, controls and procedures designed to ensure that
information required to be disclosed by us in our reports that we file or submit under the Securities Exchange
Act is accumulated and communicated to management, including our CEO and CFQ, as appropriate to allow
timely decisions regarding required disclosure. We conducted an evaluation of the effectiveness of our disclosure
controls and procedures as of December 31, 2007. Based on that evaluation, our CEO and CFO concluded that
as of December 31, 2007, our disclosure controls and procedures are effective to ensure that decisions can be
made timely with respect to required disclosures, as well as ensuring that the recording, processing,
summarization and reporting of information required to be included in cur Annual Report on Form 10-K for the
year ended December 31, 2007 is appropriate.

Our management is responsible for establishing and maintaining adequate internal control over financial
reporting, as such term is defined in Securities Exchange Act Rule 13a-15(f). Under the supervision of
management and with the participation of our CEQ, CFO and our agencies, we conducted an evaluation of the
effectiveness of our intenal control over financial reporting based on the framework in Internal Control —
Integrated Framework issued by the Committee of Spensoring Organizations of the Treadway Commission
published in 1987. Based on that evaluation, our CEO and CFO concluded that our internal control over
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financial reporting was effective as of December 31, 2007. KPMG LLP, an independent registered public
accounting firm that audited our consolidated financial statements included in this Annual Report on Form 10-K,
has issued an attestation report on Omnicom’ s internal control over financial reporting as of December 31, 2007,
dated February 22, 2008, There have not been[ any changes in our internal control over financial reporting during
our most recent fiscal quarter that have materially affected or are reasonably likely to materially affect our
internal controls over financial reporting.

Item 9B. Other Information

None.
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PART IV

Ttem 15. Exhibits, Financial Statement Schedules

(a)(1) Financial Statements: Page
Management Report on Internal Control Over Financial Reporting ...........coooooveeei e, F-1
Report of Independent Registered Public Accounting Firm .. e nsrereesss e P2
Report of Independent Registered Public Accounting Firm .. weeevmsesreieenniens B3
Consolidated Statements of Income for the Three Years Ended December 31 2007 ........................ F-4
Consolidated Balance Sheets as of December 31, 2007 and 2006 ......o.ovveevveeeevereees e errereeseeiens F-5
Consolidated Statements of Shareholders’ Equity for the Three Years Ended

DecembEr 31, 20007 oo errrree e st re st e e e e s s e e e re e s r e e e e e arne R be e aeee s bnenreenbeeeaneeenrees F-6
Consolidated Statements of Cash Flows for the Three Years Ended December 31, 2007 ................ F-7
Notes to Consolidated FInancial STAIEMENTS .........ccccecieorvverercreecersnenreersinieersssssearsirseressrssoreseresssesnessres F-8
Quarterly Results of Operations (Unaudited) .......ccvivieirnirmirnermrienionirrerrssisseissseresensssssssessreses F-37

(a)(2) Financial Statement Schedules:
Schedule I - Valuation and Qualifying Accounts {for the three years ended
DECemBET 31, 2007 e ettt e et eee e e as e et s s et e va e aa e et ssareaanraeen st er s saeneananneenns §-1

All other schedules are omitted because they are not applicable.

(a)(3} Exhibits:

Exhibit
Numbers

Description

(3)(@)
(i)

4.1

4.2
43

4.4

4.5

4.6

Restated Certificate of Incerporation (Exhibit 3.1 to our Quarterly Report on Form 10-Q) for
the quarter ended June 30, 2003 (the “6-30-03 10-Q”) and incorporated herein by reference).

By-laws (Exhibit 3.2 to our 6-30-03 10-Q, File No. 1-10551and incorporated herein by
reference).

Indenture, dated February 7, 2001, between JPMorgan Chase Manhattan Bank, as trustee,
and us in connection with our issuance of $850,000,000 Liquid Yield Option Notes due 2031
(the “2031 Indenture™) (Exhibit 4.1 to our Registration Statement on Form $-3 (Registration
No. 333-55386) and incorporated herein by reference).

Form of Liquid Yield Option Notes due 2031 (included in Exhibit 4.1 above).

First Supplemental Indenture to the 2031 Indenture, dated as of February 13, 2004, among
us, Omnicom Capital Inc., Omnicom Finance Inc. and JPMorgan Chase Bank, as trustee,
(Exhibit 4.3 to our Registration Statement on Form S-3 (Registration No. 333-112841) and
incorporated herein by reference).

Second Supplemental Indenture to the 2031 Indenture, dated November 4, 2004, among us,
Omnicom Capital Inc., Omnicom Finance Inc. and JPMorgan Chase Bank, as trustee, as
amended by the First Supplemental Indenture to the 2031 Indenture, dated February 13,
2004 (Exhibit 4.2 to our Quarterly Report on Form 10-Q for the quarter ended September
30, 2004 (the “9-30-04 10-Q”) and incorporated herein by reference).

Third Supplemental Indenture to the 2031 Indenture, dated November 30, 2004, among us,
Omnicom Capital Inc., Omnicom Finance Inc., and JPMorgan Chase Bank, N.S., as trustee,
as amended by the First Supplemental Indenture to the 2031 Indenture dated February 13,
2004, and the Second Supplemental Indenture to the 2031 Supplemental Indenture dated
November 4, 2004 (Exhibit 4.1 to the Form &-K (File No. 1-10551) dated November 30,
2004 and incorperated herein by reference).

Indenture, dated March 6, 2002, between JPMorgan Chase Bank, as trustee, and us in
connection with our issnance of $900,000,000 Zero Coupon Zero Yield Convertible notes
due 2032 (the “2032 Indenture”) (Exhibit 4.6 to our Annual Report on Form 10-K for the
year ended December 31, 2001 and incorporated herein by reference).
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4.7

4.8

49

4.10 .

4.11

4.12

4.13

4.14

4.15

4.16

4.17

418

4.19

10.1

. Form of Zero Coupon Zero Yield Convertible Notes due 2032 (included in Exhibit 4.6

above).

First Supplemental Indenture to the 2032 Indenture, dated as of February 13, 2004, among
us, Omnicom Capital Inc.l Omnicom Finance Inc. and JPMorgan Chase Bank, as trustee,
(Exhibit 4.3 to our Registr:alion Statement on Form S-3 (Registration No. 333-112840) and
incorporated herein by reference).

Second Supplemental Indenture to the 2032 Indenture, dated August 12, 2004, among us,
Omnicom Capital Inc., Ommcom Finance Inc., and JPMorgan Chase Bank, as trustee, as
amended by the First Supplemental Indenture to the 2032 Indenture, dated February 13,
2004 (Exhibit 4.1 to our 9-30-04 10-Q and incorporated herein by reference).

Third Supplemental Indenture to the 2032 Indenture, dated November 4, 2004, among us,
Omnicom Capital Inc., Ommcom Finance Inc. and JPMorgan Chase Bank, as trustee, as
amended by the First Supplemental Indenture to the 2032 Indenture, dated as of February
13, 2004, and the Second Supplemental Indenture to the 2032 Indenture, dated August 12,
2004 (Exhibit 4.3 to our 9-30-04 10-Q and incorporated herein by reference).

Indenture, dated as of June 30, 2003, between JPMorgan Chase Bank, as trustee, and us in
connection with our 1ssuance of $600,000,000 Zero Coupon Zero Yield Convertible Notes
due 2033 (the “2033 Indenture”) (Exhibit 4.1 to our Registration Statement on Form S-3
{Registration No. 333- 10861 1) and incorporated herein by reference).

Form of the Zero Coupon |Zero Yield Convertible Notes due 2033 (included in Exhibit 4.11
above).

First Supplemental Indenture to the 2033 Indenture, dated as of November 5, 2003, among
us, Omnicom Capital Inc., Omnicom Finance Inc. and JPMorgan Chase Bank, as trustee,
(Exhibit 4.4 to our Regnstt;atlon Statement on Form S-3 (Registration No. 333-108611) and
incorporated herein by reference).

Second Supplemental Indenture to the 2033 Indenture, dated as of Nevember 4, 2004,
among us, Omnicom Capltal Inc., Omnicom Finance Inc. and JPMorgan Chase Bank, as
trustee, as amended by the First Supplemental Indenture to the 2033 Indenture, dated
November 5, 2003 (EXhlb]t 4.4 to our 9-30-04 10-Q and incorporated herein by reference).

Third Supplemental Indenture to the 2033 Indenture, dated November 10, 2004, among us,
Omnicom Capital Inc. Ommcom Finance Inc. and JPMorgan Chase Bank, as trustee, as
amended by the First Supplemental Indenture to the 2033 Indenture, dated November 5,
2003, and the Second Supplemental Indenture to the 2033 Indenture, dated November 4,
2004 (Exhibit 4.1 to the Form 8-K (File No. 1-10551) dated November 10, 2004 and
incorporated herein by reference).

Fourth Supplemental lndenture to the 2033 Indenture, dated June 30, 2006, among us,
Omnicom Capital Inc., Ommcom Finance Inc. and JPMorgan Chase Bank, N.A., as trustee,
as amended by the First Supplemental Indenture to the 2033 Indenture, dated November 5,
2003, the Second Supplemental Indenture to the 2033 Indenture, dated November 4, 2004,
and the Third Supplemental Indenture to the 2033 Indenture, dated November 10, 2004
(Exhibit 4.1 to the Form 8-K (File No. 1-10551) dated July 7, 2006 and incorporated herein
by reference).

Form of Senior Debt Secuntles Indenture (Exhibit 4.1 to our Registration Statement on
Form S-3 (Registration No. 333- 132625) and incorporated herein by reference).

First Supplemental Indenture dated as of March 29, 2006, among us, Omnicom Capital Inc.,
Omnicom Finance Inc., and JPMorgan Chase Bank, N.A., as trustee, in connection with our
issuance of $1.0 bllllon 5. 90% Notes due 2016 (Exhibit 4 2 to the Form §-K (File No. 1-
10551) dated March 29, 2006 (the “3-29-06 8-K”) and incorporated herein by reference).

Form of 5.90% Notes due 20116 (Exhibit 4.3 to the 3-29-06 8-K and incorporated herein by
reference).

Amended and Restated Five Year Credit Agreement (the “Agreement”), dated as of June 23,
2006, by and among us, ()mrucom Finance Inc., Omnicom Capital Inc., Omnicom Finance
PLC, the banks, financial 1nst1tut10ns and other mstltutlonal lenders and initial issuing banks
listed on the signature pages of the Agreement, Citigroup Global Markets Inc. and J.P.
Morgan Securities Inc., as lead arrangers and book managers, ABN Amro Bank N.V., as
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10.2

10.3
104

10.5
10.6

10.7
10.8

10.9

10.10

10.11
10.12

10.13
10.14

12.1
21.1
23.1
31.1

31.2

32.1

syndication agent, JPMorgan Chase Bank, N.A., HSBC Bank USA, N.A., Bank of America,
N.A. and Banco Bilbao Vizcaya Argentaria SA, as documentation agents and Citibank, N.A.,
as administrative agent for the lenders (Exhibit 10.1 to the Form 8-K dated June 29, 2006
(File No. 1-10551) and incorporated herein by reference).

Instrument of Resignation, Appointment and Acceptance, dated as of October 5, 2006,
among us, Omnicom Capital Inc., Omnicom Finance Inc., JPMorgan Chase Bank, N.A. and
Deutsche Bank Trust Company Americas {Exhibit 10.1 to the Form 8-K dated October 11,
2006 (File No. 1-10551) and incorperated herein by reference).

Amended and Restated 1998 Incentive Compensation Plan (Exhibit B to our Proxy
Statement filed on April 10, 2000 and incorporated herein by reference).

Director Equity Plan for Non-employee Directors (Appendix B to our Proxy Statement filed
on April 23, 2004 and incorporated herein by reference).

Standard form of our Executive Salary Continuvation Plan Agreement (Exhibit 10.24 to our
Annual Report on Form 10-K for the year ended December 31, 1998 and incorporated
herein by reference).

Standard form of the Director Indemnification Agreement (Exhibit 10.25 to our Annual
Report on Form 10-K for the year ended December 31, 1989 and incorporated herein by
reference).

Long-Term Shareholder Value Plan (Exhibit 4.4 to our Registration Statement on Form S-8
(Registration No. 333-84498) and incorporated herein by reference).

Equity Incentive Plan (Exhibit 4.3 to our Registration Statement on Form S-8 dated August
18, 2003 (File No. 333-108063) and incorporated herein by reference).

Employment Agreement, dated as of April 22, 2005, among us, TBWA Worldwide Inc. and
Jean-Marie Dru (Exhibit 10.1 to the Form 8-K dated April 28, 2005 (File No. 1-10551) and
incorporated herein by reference).

Senior Management Incentive Plan (Exhibit 10.1 to the Form 8-K dated May 26, 2005 (File
No. 1-10551) and incorporated herein by reference).

Senior Executive Restrictive Covenant and Retention Plan of Omnicom Group Inc., dated
December 7, 2006 (Exhibit 10.1 to the Form 8-K dated December 13, 2006 (File No. 1-
10551) and incorporated herein by reference).

Form of Award Agreement under the Senior Executive Restrictive Covenant and Retention
Plan (Exhibit 10.2 to the Form 8-K dated December 13, 2006 (File No. 1-10351) and
incorporated herein by reference).

Omnicom Group Inc. 2007 Incentive Award Plan (Appendix A to our Proxy Statement filed
on April 23, 2007 (File No. 1-10551) and incorporated herein by reference).

Form of Indemnification Agreement (Exhibit 10.1 to the Form 10-Q filed on July 26, 2007
(File No. 1-10551) and incorporated herein by reference).

Ratio of Eamnings to Fixed Charges.
Subsidiaries of the Registrant.
Consent of KPMG LLP.

Certification of Chief Executive Officer and President required by Rule 13a-14(a) under the
Securities Exchange Act of 1934, as amended.

Certification of Executive Vice President and Chief Financial Officer required by Rule 13a-
14{a) under the Securities Exchange Act of 1934, as amended.

Certification of the Chief Executive Officer and President and the Executive Vice President
and Chief Financial Officer required by Rule 13a-14(b) under the Securities Exchange Act
of 1934, as amended, and 18 U.S.C §1350.
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MANAGEMENT REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

Management is responsible for the preparation of Omnicom’s consolidated financial statements and related
information. Management uses its best judgment to ensure that the consolidated financial statements present
fairly, in all material respects, Omnicom’s consolidated financial position and results of operations in
conformity with U.S. generally accepted accounting principles.

The financial statements have been audited by an independent registered public accounting firm in accordance
with the standards of the Public Company Accounting Oversight Board. Their report expresses the independent
accountant’s judgment as to the faimess of management’s reported operating results, cash flows and financial
position. This judgment is based on the procedures described in the second paragraph of their report.

Omnicom management is responsible for establishing and maintaining adequate internal control over financial
reporting, as such term is defined in Securities Exchange Act Rule 13a-15(f). Under the supervision of
management and with the participation of our CEQ, CFO and our agencies, we conducted an evaluation of the
effectiveness of our internal control over financial reporting based on the framework in Internal Contrel —
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission
published in 1987. Based on that evaluation, our CEO and CFO concluded that our internal control over
financial reporting was effective as of December 31, 2007. KPMG LLP, an independent registered public
accounting firm that audited our consolidated financial statements included in this Annual Report on

Form 10-K, has issued an attestation report on Omnicom’s internal control over financial reporting as of
December 31, 2007, dated February 22, 2008.

There have not been any changes in our internal control over financial reperting during our fourth fiscal quarter
that have materially affected or are reasonably likely to affect our internal control over financial reporting.

The Board of Directors of Omnicom has an Audit Committee comprised of four non-management directors. The
Committee meets periodically with financial management, Internal Audit and the independent auditors to review
accounting, control, audit and financial reporting matters.



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders of
Omnicom Group Inc.:

We have audited the accompanying consohdated balance sheets of Omnicom Group Inc. and subsidiaries as of
December 31, 2007 and 2006, and the related consolidated statements of i income, shareholders’ equity, and cash
flows for each of the years in the three-year 1|)er10d ended December 31, 2007. In connection with our audits of
the consolidated financial statements, we also have audited financial statement schedule II. These consolidated
financial statements and financial statement schedule are the responsibility of the Company’s management. Our
responsibility is to express an opinion on theSe consolidated financial statements and financial statement

schedule based on our aundits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that|we plan and perform the audit to obfain reasonable assurance about
- whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and signiﬁcaﬂt estimates made by management, as well as evatuating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of Omnicom Group Inc. and subsidiaries as of December 31, 2007 and 2006, and the results
of their operations and their cash flows for cach of the years in the three-year period ended December 31, 2007,
in conformity with U.S, generally accepted ajccountmg principles. Also, in our opinion, the related financial
statement schedule on page S-1, when considered in relation to the basic consolidated financial statements taken
as a whole, presents fairly, in all material res‘pects, the information set forth therein.

We also have audited, in accordance with the‘r standards of the Public Company Accounting Oversight Board
(United States), Omnicom Group Inc.’s internal control over financial reporting as of December 31, 2007, based
on criteria established in Internal Contro]—hlltegrated Framework issued by the Committee of Sponsoring

Organizations of the Treadway Commission (COSO) and our report dated February 22, 2008 expressed an
unqualified opinion on the effectiveness of the Company’s internal contrel over financial reporting.

As discussed in Note 9 to the consolidated financial statements, Omnicom Group Inc. and subsidiaries adopted
SFAS No. 158, “Employers’ Accounting for Defined Benefit Pension and Other Postretirement Plans, an
amendment of FASB Statements No. 87, 88,/106, and 132(R)” on December 31, 2006.

fs/ KPMG LLP

New York, New York
February 22, 2008
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders of
Omnicom Group Inc.:

We have audited Omnicom Group Inc.’s internal control over financial reporting as of December 31, 2007,
based on criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (COS0O). Omnicom Group Inc.’s management is responsible for
maintaining effective internal control over financial reporting, and for its assessment of the effectiveness of
internal control over financial reporting, included in the accompanying Management Report on Internal Control
over Financial Reporting. Our responsibility is to express an opinion on the Company’s internal control over
financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether effective internal control over financial reporting was maintained in all material respects. Our audit
included obtaining an understanding of internal control over financial reporting, assessing the risk that a
material weakness exists, and testing and evaluating the design and operating effectiveness of internal control
based on the assessed risk. Our audit also included performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles. A company’s internal control over financial
reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company;
(2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
staternents in accordance with generally accepted accounting principles, and that receipts and expenditures of
the company are being made only in accordance with authorizations of management and directors of the
company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company’s assets that could have a material effect on the financial
statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

In our opinion, Omnicom Group Inc. maintained, in all material respects, effective internal control over
financial reporting as of December 31, 2007, based on criteria established in Internal Control—Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the consolidated balance sheets of Omnicom Group Inc. and subsidiaries as of December 31,
2007 and 2006, and the related consolidated statements of income, shareholders’ equity, and cash flows for each
of the years in the three-year period ended December 31, 2007, and our report dated February 22, 2008
expressed an unqualified opinion on those consolidated financial statements.

fs/ KPMG LLP

New York, New York
February 22, 2008
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OMNICOM GIIQOUP INC. AND SUBSIDIARIES
CONSOLIDAITED STATEMENTS OF INCOME

REVENUE ......ccrniiinircrreeiee s

OPERATING EXPENSES:
Salary and Service COStS ...overeeiiiiiniiinienas
Office and general expenses .........veceeence.

OPERATING PROFIT .......ocoervieiiimiriinennnn:

INtErest BXPENSE....vviirercerceerininssissssteseimas et r s recenemmneeenes

!
NET INTEREST EXPENSE: '
|
|

INtEreSt IANCOME ....cvvvvvveinrrrrrernrrrreeessnessisneesd

INCOME BEFORE INCOME TAXES .......;

INCOME AFTER INCOME TAXES............!

EQUITY IN EARNINGS OF AFFILIATES I .......................

NET INCOME .......ccooiriirreecrcrernirirmsssssrsb st rsnenes

NET INCOME PER COMMON SHARE:

Years Ended December 31,
(Dollars in millions, except per share data)
2007 2006 2005
$12,694.0 $11,376.9 $10,481.1
9,008.2 8,087.8 74129
2,026.7 1,805.6 1,728.4
11,034.9 9,893.4 9,141.3
1,659.1 1,483.5 1,339.8
106.9 124.9 78.0
(32.9) (33.3) (18.8)
74.0 91.6 59.2
1,585.1 1,391.9 1,280.6
536.9 466.9 4353
1,048.2 925.0 845.3
38.4 29.6 27.6
(1109) (90.6) (82.2)
$ 9757 $ 864.0 $ 7907
$ 2.99 5 2.52 $ 2.19
$ 295 $ 250 $ 218

The accompanying notes to the consolidated financial statements are an integral part of these statements.
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OMNICOM GROUP INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

December 31,
(Dollars in millions,
except per share data)

2007 2006
ASSETS
CURRENT ASSETS:
Cash and cash equivalents .. $1,793.2 $1,739.5
Short-term investments at rnarket whlch approx:mates COSL.iricrermrrmrinariarrnses 47.8 189.3
Accounts receivable, net of allowance for doubtful accounts
of $54.7 and $50.5.. 6,813.4 5,994.3
Billable production orders n process at cost 578.0 633.8
Prepaid expenses and other CUITENt aSSELS .........o.ccovviiinsin s 1,271.8 1,089.3
TOtAl CUTTENT ABSEIS. ..o ccierrsrvresiiiserberssssnssssnnsessssseesensnsesrsnnesassnesersns 10,504.2 9,646.2
FURNITURE, EQUIPMENT AND LEASEHOLD IMPROVEMENTS,
at cost, less accumulated depreciation and amortization
Of $1,059.8 and $902.6....eeceeeeee ettt e na e s 706.7 639.8
INVESTMENTS IN AFFILLATES ...uueveeerteeeeresrrsrsenssesssrsesiassssasessesssnssssessseesansesssasseessns 247.1 214.1
(GOODWILL ceceecevriririsissssesseeiseansssesssssasssnresserersbasessssssrssnsessessssnsnsesesssesssnsassesssntasasas 7,318.5 6,851.9
INTANGIBLE ASSETS, net of accumulated amortization of
$251.6 and $207.8 ovrverereeeee ettt e e n s 195.7 143.2
DEFERRED TAX BENEFITS 1..1viiiceeeeeieeeeesceaeemeestesstessssssnressasasssesssressrnssssnssasasnnnins 40.5 494
DITHER ASSETS «eeeuveeeeeeeieiieieeisessserseestasseesassssessseresssesssesasssasssassensasesasesasssrersrssasareess 259.0 260.1
TIOTAL ASSETS «eveeeeeeeeeeeeeeeseesesesessasessssssissesssssnesstesssssnsesasessessssssssnsssnsssssmaseresessens $19,271.7 $17,804.7
LIABILITIES AND SHAREHOLDERS EQUITY
CURRENT LIABILITIES:
ACCOUNTS PAYADIE <..oeececviiiieeeete et s sessensse st et ee e casseneme et sanasas $8,080.5 $7.332.6
Advance billINgs......cccciiiicccin e e 1,122.8 1,117.5
Current portion of long-term debt ...........ccoovvnieiiiici s 26 1.1
Bank LOANS ......ooovieviiiiirriirirnciesvreeer s nesese v mee e s e e s e s e sreasserae s e s r s e e aseas 12.0 10.5
ACCTURH LAXES .o ieeee e e ceeeene e e s eresrnnsesase e s s te e s s rn s ressanenanrrnees s ae e anancrenn 250.7 215.8
Other current Habilities..........c.coiveceecnniiiirsrrreresree e s rre s rensssesse s semeenens 1,758.6 1,618.6
Total Current Liabilities. .........o.oooooiiiieee e ess s e e s seemes 11,227.2 10,296.1
LONG-TERM DEBT ....ccovrieirimiriiisinieriseereisinrsisirerssssssesresssnsesssesssssssnsssrsessassssassasssns 1,013.2 1,013.2
CONVERTIBLE NOTES ...ocvevviiiiiiinieeeseesrnrnesrsisrerssssesssesasssnssssssssssssesssrssssusssassnserasares 20415 2,041.5
DEFERRED COMPENSATION AND OTHER LIABILITIES ...ovvvvnreeeeeieiceeeeeenmeeseeesasesne 481.2 305.8
LoNG TERM DEFERRED TAX LIABILITY _.......ooiiiciiiieciiinisinnnsssssssssscssssssnressssenans 174.8 78.0
MINORITY INTERESTS ..oooieiciiiriiiiieissssssesercssinrnssessssssnrassssasssmresssseessasaeresessasnsnsassssar 242.1 193.8
COMMITMENTS AND CONTINGENT LIABILITIES (SEE NOTE 10)
SHAREHOLDERS” EQUITY:
Preferred stock, $1.00 par value, 7.5 million shares authorized, none issued
Common stock, $0.15 par value, 1.0 billion shares authorized,
397.2 million and 198.6 million shares issued, with
323.0 million and 168.3 million shares outstanding ...........cceeiinnisininnnenn 59.6 29.8
Additional paid-in CApItal.........cceeervrrereicniereirsevrs st ssssne s aeressnssareersareseneas 1,619.5 1,662.1
Retained Garmings ....c.cociiviniire s essee et st s ens 5,077.5 4,289 8
Accumulated other comprehensive income . 430.7 267.9
Treasury stock, at cost, 74.2 million and 30. 3 mllhon shares .......................... (3,095.6) (2,378.3)
Total Shareholders” EGUILY .......coceveveeceeririiminireseenennsns e seee s ense s eaes 4,091.7 3,871.3
ToTAL LIABILITIES AND SHAREHOLDERS' EQUITY ... $19,271.7 $17,804.7

The accompanying notes to the consolidated financial statements are an integral part of these statements.
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|
OMNICOM GFOUP INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY

Balance December 31, 2004 ..o
Comprehensive [ncome:
Net Income
Translation adjustments, net of
taxes of B(11Z.4) e

Comprehensive iNCOME ..o rvmvrreiemesineneseens

Dividends Declared ($0.925 per share).............
Amortization of stock-based compensation......
Shares transactions under employee

stock plans
Shares issued for acquisitions
Purchase of treasury shares.
Cancellation of shares

Balance December 31, 2005 ......coovivcecnmiccinen

Comprehensive Income:
Net INCOME ...
Translation adjustments, net of
1axes of $I12B.8 v,

Comprehensive iNCOmE .........cvvreereiccnieccnnnns

Adoption of SFAS No. 158,

net of 1axes of $(20.4} ...cuvveeveevieeceiereceeen
Dividends Declared

($1.00 per share)
Armnonization of stock-based

Shares transactions under

employee stock plans
Purchase of treasury shares,
Cancellation of shares ....

Balance December 31, 2006 ..

Comprehensive Income:
Net Income
Translation adjustments, net of

taxes of $89.5
Defined benefit plans and post-

employment arrangements.

net of taxes of $(0.9) ..

Comprehensive income ...

Adoption of FIN No. 48..
Two-for-one stock split ...
Dividends Declared

($0.575 per Share)........oconvccemisecniiseniinns
Amontization of stock-based

compensation
Shares transactions under

employee stock plans .........cvcoeeciiiiiiinn.
Purchase of treasury shares....
Cancellation of shares

Balance December 31, 2007 ...ooiremiermmsniiens

Three Ylears Ended December 31, 2007
(Dollars in millions)

Accumulated
C Stock Additional Other Total
Comprehensive | Lommon Stoc Paid-in Retained  Comprehensive Treasury  Sharcholders’
Income (Loss) Shares Par Value Capital Earnings Income (Loss) Stock Equity
198.636.936 5298 51.645.6 $2.9754 $268.5 $ (8406) 540787
§ 7907 ‘ 790.7 790.7
[
(208.7) \ (208.7) (208.7)
§ 5820
(167.1) (167.1)
87.0 87.0
(56.9) 147.1 90.2
9.0 9.0
(731.8) {731.8)
(7.224) (0.6) 0.6 —
198.629.712 9.8 1.675.1 3,599.0 59.8 (1.415.7) 3.948.0
$ 8640 B64.0 864.0
2391 239.1 239.1
§1.103.1
31L.o (31.0)
{173.2) (173.2)
T T
1 {83.9) 3818 2979
(1.344.6) (1.344.6)
(2,485) {0.2) 0.2 —
I98.T27.227 29.8 1,662.1 4,289.8 2679 (2,378.3) 3.871.3
$ 9757 ‘ 975.7 975.7
163.5 | 163.5 163.5
|
0.7 | on 0.7
$1,138.5
1.3 13
198,627,227 29.8 (29.8) —
(189.3) (189.3)
l 68.7 68.7
' (80.2) 181.1 100.9
| (899.7) (899.7)
(29.372) (1.3) 1.3 —_
397,225,082 $59.6 $1.619.5 $5,0775 $ 430.7 $(3.095.6) 340917

The accompanying notes to the consolidated financial statements are an integral part of these statements.
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OMNICOM GROUP INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31,

(Dollars in millions)

2007 2006 2005
Cash Flows from Operating Activities:
INEL INCOMIB.....oueevetcieteteteitete e e e erese e asssssssessresesess et sanarsesereenemessannteee $ 9757 $ 8640 3 790.7
Adjustments to recencile net income to net cash
provided by operating activities:
Depreciation and amortization of tangible assets ........coevieveeineee. 164.2 150.3 137.6
Amortization of intangible aSSels ......ccocicmiireereerceseee e 44.4 39.7 37.6
MINOTItY INLEIESIS ...coveeeeeecriirririsrarersi e e s ansses e e es 110.9 90.6 822
Earnings of affiliates in excess of dividends received .................. (10.0) (15.3) (11.3)
Net gain on INvestment actiVILy ....ooeieeciriieseerree e (2.4) (7.8) (1.2)
Excess tax benefit on stock-based compensation ...........ccccoeeee.e.... (17.2) (26.6) —
Windfall tax benefit on employee stock plans ........ccccoeeeeeeveeannnne — — 15.8
Provisions for losses on accounts receivable ...........ooeeeeveeeenennn... 212 10.7 10.0
Amortization of stock-based compensation .........ccoccevvevveveceenanen. 68.7 71.1 87.0
Changes in assets and liabilities providing (requiring)
cash, net of acquisitions:
Increase in accounts receivable ... eeeeeiciie it (508.7) (358.1) (723.00)
Decrease (Increase) in billable production orders in process.... 101.1 {(55.1) (22.5)
Increase in prepaid expenses and other current assets .............. (124.8) (210.2) (60.4)
Net change in other assets and labilities ...........ocoooiieiiiiiinennns 136.6 96.7 59.7
(Decrease) Increase in advanced billings .........coooverviicrinincveane. (28.9) 168.4 66.6
Net increase in accrued and deferred taxes.......ccooceveeiiecnecnens 218.2 579 100.2
Increase in accounts payable............cooveeeviniiiniiii s 450.3 864.9 428.2
Net Cash Provided by Operating Activities .................ccoooveveeeeee.. 1,599.3 1,741.2 991.2
Cash Flows from Investing Activities:
Capital eXpenditures ..........ccoveeeeerermamascrrrrrnrrersnressseseens (223.0) (177.6) {162.7)
Net payment for purchases of equity interests in
subsidiaries and affiliates, net of cash acquired ... (358.8) (236.3) (294.5)
Proceeds from sales of short-term investments ..........cocvvvevnvnesninnnn. 183.3 530.4 1,314.3
Purchases of short-term investments .......cooivreeoeeeceeeeeeeee e eae (42.0) (350.2) (1,114.5)
Repayment of long-term notes receivable.......coveeceecveinicieinenin e — 13.5 65.8
Proceeds from sales of bUSINESSES....c.cviveiveereererereene e _— 314 29.3
Net Cash Used in Investing Activities ..............coiiieceeianne, (440.5) (188.8) (162.3)
Cash Flows from Financing Activities:
Net decrease in short-term bOITOWINES .....coovvervviiriiiieiceeceeeeeeenen. (0.9) 3.5) (1.9)
Proceeds from issuance of debt ..o 34 596.6 0.9
Repayments of principal of long-term debt obligations .................... 2.0) (300.4) (188.4)
Excess tax benefit on stock-based compensation .........coccecevevivveene 17.2 26.6 —
Dividends paid......c.ccocivcneveeniernreeceereriennnncire s e s seans (182.8) (175.8) (164.0)
Purchase of treasury shares .........ccoooevvnniniciecinemie e (899.7) (1,368.2) (756.7)
Proceeds from employee stock plans .........ccccovevvncrnienecniennennns 100.9 3215 99.2
OMRET, NEL .o ses et s e et se e aaen s e e be b bt se s abene (76.8) (80.3) (105.9)
Net Cash Used in Financing Activities..........cccooviniiviiciceerreennns (1,040.7) (583.5) (1,116.8)
Effect of exchange rate changes on cash and cash equivalents ........ (64.4) (65.2) (41.9)
Net Increase (Decrease) in Cash and Cash Equivalents .................. 537 903.7 (329.8)
Cash and Cash Equivalents at Beginning of Year ........................... 1,739.5 835.8 1,165.6
Cash and Cash Equivalents at End of Year ...........ccccoooovviviinnn. $1,793.2 $1,739.5 % 8358
Supplemental Disclosures:
Income taxes pald ... 9 3035 5 4098 § 3058
INLETESE PAI 1.v.eovvereeceece e et re s b e s s et s eaeabene $ 877 $§ 143 $ 678

The accompanying notes to the consolidated financial statements are an integral part of these statements,
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OMNICOM GROUP INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Summary of Significant Accounting Policies

Basis and Presentation. The accompanying consolidated financial statements include the accounts of
Omnicom Group Inc, and its domestic and m!emanonal subsidiaries and are prepared in conformity with
generally accepted accounting principles in the United States of America (*U.S. GAAP”). Intercompany
balances and transactions have been eliminated.

Revenue Recognition. Substantially all of our revenue is derived from fees for services or a rate per hour,
or equivalent basis, and revenue is realized when the service is performed in accordance with terms of each
client arrangement, upon completion of the éamings process and when collection is reasonably assured. We
record revenue net of sales tax, use tax and value added tax. Certain of our businesses earn a portion of their
revenue as commissions based upon performance in accordance with client arrangements.

These principles are the foundation ofjour revenue recognition policy and apply to all client arrangements
in each of our service disciplines — tradilion?l media advertising, customer relationship management, public
relations and specialty communications. Bccause the services that we provide across each of our disciplines are
similar and delivered to clients in similar ways all of the key elements set forth above apply to client
arrangements in each of our four dlsc1p1mes!

A small portion of our contractual arrangements with clients includes performance incentive provisions
designed to link a portion of our revenue to our performance relative to both quantitative and qualitative goals,
We recognize this portion of revenue when Ipe:ciﬁc quantitative goals are achieved, or when our performance

against qualitative goals is determined by our clients.

Our revenue recognition policies are in compliance with the Securities and Exchange Commission’s
(“SEC™) Staff Accounting Bulletin (“SAB”)|101, Revenue Recognition in Financial Statements (“SAB 1017} as
updated by SAB 104, Revenue Recognition (“SAB 104”). SAB 101 and SAB 104 summarize certain views of
the SEC staff in applying generally accepled accounting principles to revenue recognition in financial
statements. In July 2000, the Emerging lssues Task Force (“EITF”) of the Financial Accounting Standards
Board (“FASB”) released Issue 99-19, Repomng Revenue Gross as a Principal versus Net as an Agent (“EITF
99-19"). This Issue summarized the EITF’s \';lews on when revenue should be recorded at the gross amount
billed because revenue has been earned from the sale of goods or services, or the net amount retained because
revenue has been earned from a fee or commission. Additionally, in January 2002, the EITF released Issue 01-
14, Income Statement Characterization of Rélmbursements Received for “Out-of-Pocket” Expenses Incurred
(“EITF 01-14"). EITF 01-14 summarized the EITF’s views on when out-of-pocket expenses should be
characterized as revenue. Our revenue recognition policies are in compliance with SAB 101, SAB 104, EITF
99-19 and EITF 01-14. In the majority of our businesses, we act as an agent and record revenue equal to the net
amount retained, when the fee or commission is earned.

Billable Production. Billable production orders in process consist principally of costs incurred on behaif
of clients when providing advertising, marketing and corporate communications services to clients. Such
amounts are invoiced to clients at various times over the course of the production process.

Cash Equivalents. Our cash equivalents are primarily comprised of investments in overnight interest-
bearing deposits, commercial paper and money market instruments and other short-term investments with
original maturity dates of three months or less at the time of purchase.

Investments Available for Sale. Short- tlerm investments and time deposits with financial institutions consist
principally of investments made with our excess cash which we expect to convert into cash in our current -
operating cycle, generally within one year. Therefore they are classified as current assets, Investments in
publicly traded securities are classified as avallable for-sale securities and are included in other long-term assets
and are stated at market value. There are no lsigniﬁcant realized gains or losses or unrealized gains or losses

. . r . .
from our short-term investments and investments available for sale, because market approximates cost.

Cost-Based Investments. Cost-based long-term investments are primarily comprised of equity interests in
privately held service companies where we clio not exercise significant influence over the operating and financial
policies of the investee. These minority inter!ests are accounted for under the cost method and are included in

| F-8
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OMNICOM GROUP INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

other assets in our balance sheet. These investments are periodically evaluated to determine if there has been
other than temporary declines below carrying value. A variety of factors are considered when determining if a
decline in fair value below carrying value is other than temporary, including, among others, the financial
condition and prospects of the investee, as well as our investment intent.

Equity Method Investments. The equity method is used to account for investments in entities in which we
have an ownership of less than 50% and have significant influence over the operating and financial policies of the
affiliate. The excess of the cost of our ownership interest in the stock of those affiliates over our share of the fair
value of their net assets at the acquisition date is recognized as goodwill and included in the carrying amount of
our investment, Subsequent to the adoption of Statement of Financial Accounting Standards (“SFAS”) No. 142,
Goodwill and Other Intangible Assets (“SFAS 142™), equity method goodwill is not amortized. We periodically
evaluate these investments to determine if there has been other than temporary declines below carrying value. A
variety of factors are considered when determining if a decline in fair value below carrying value is other than
temporary, including, among others, the financial condition and prospects of the investee, as well as our
investment intent. Further, owners of interests in certain of our affiliates have the right in certain circumstances to
require us to purchase additional ownership interests at fair value as defined in the applicable agreement. The
intent of the parties is to approximate fair value at the time of redemption by using a multiple of earnings, which
is consistent with generally accepted valuation practices used by market participants in our industry. The ultimate
amount payable is uncertain because it is based on future earnings of the affiliate, changes in the applicable
foreign currency exchange rate and if exercised, the timing of the exercise of these rights.

Treasury Stock. We account for treasury share purchases at cost. The reissuance of treasury shares,
primarily in connection with employee stock-based compensation plans, is accounted for at average cost. Gains
or losses on the reissuance of treasury shares are accounted for as additional paid-in capital and do not affect our
reported results of operations.

Foreign Currency Translation. Our financial statements were prepared in accordance with SFAS No. 52,
Foreign Currency Translation (“SFAS 527). All of our foreign subsidiaries use their local currency as their
functional currency in accordance with SFAS 52. Accordingly, the currency impacts of the translation of the
balance sheets of our foreign subsidiaries to U.S. Dollar statements are included as translation adjustments in
accumulated other comprehensive income. The income statements of foreign subsidiaries are translated at average
exchange rates for the year. Net foreign currency transaction gains included in pre-tax income were $5.6 million
in 2007, $2.1 million in 2006, and $0.1 million in 2005.

Earnings Per Common Share. On June 25, 2007, pursuant to a two-for-one stock split which was effected
in-the form of a 100% stock dividend, each shareholder received one additional share of Omnicom Group Inc.
common stock for each share held on June 6, 2007. In conaection with the stock split, all current and prior period
earnings per share data, share amounts and other per share data have been adjusted to reflect the stock split in
accordance with Statement of Financial Accounting Standard (“SFAS™) No. 128, “Eamings per Share,” except for
the prior year’s consolidated balance sheet and statements of shareholders’ equity. Basic eamings per share is
based upon the weighted average number of common shares outstanding during each year. Diluted earnings per
share is based on the above, plus, if dilutive, common share equivalents which include outstanding options and
restricted shares. For purposes of computing diluted earnings per share for the years ended December 31, 2007,
2006 and 2005, respectively, 4.4 million shares, 3.2 million shares, and 2.9 million shares were assumed to have
been outstanding related to common share equivalents. For the years ended December 31, 2007, 2006 and 2005,
respectively, 0.1 million shares, 4.8 million shares, and 9.2 million shares attributable to outstanding stock
options were excluded from the calculation of diluted eamnings per share because the exercise price of the stock
options were greater than or equal to the average price of our common stock and therefore their inclusion would
have been anti-dilutive. The number of shares used in the computations were as follows (shares in millions):

2007 2006 2005
Basic EPS computation .........c.cocccovceevirnrennns 326.0 3429 360.7
Diluted EPS computation .........c.cooovevececanene 3304 346.1 363.6
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OMNICOM GROUP INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Gains and Losses on Issuance of Stock by Affiliates and Subsidiaries. Gains and losses on the issuance of
stock by equity method affiliates and consolifiated subsidiaries are recognized directly in our shareholders’
equity, net of applicable taxes, through an increase or decrease to additional paid-in capital in the period in
which the issuance occurs and do not affect rcported results of operations.

Salary Continuation Agreements. Arrangements with certain present and former employees provide for
continuing payments for periods up to 10 yeallrs after cessation of their full-time employment in consideration
for agreements by the employee not to compete with us and to render consulting services during the
postemployment period. Such payments, the amounts of which are also subject to certain limitations, including
our operating performance during the postemployment period, represent the fair value of the services rendered
and are expensed in such periods,

Depreciation of Furniture and Eqmpmem and Amortization of Leasehold Improvements. Depreciation is
computed on a straight-line basis over the csﬁlmated useful lives of furniture of seven to ten years and
equipment of three to five years. Leasehold improvements are amortized on a straight-line basis over the lesser
of the terms of the related lease or the estimated useful life of the assets.

Goodwill and Other Intangibles Assets! In accordance with SFAS 142, goodwill acquired resulting from a
business combination is not amortized, but is\periodically tested for impairment. Additionally, in accordance
with SFAS No. 141, Business Combinations (“SFAS 1417}, we allocate the cost of an acquired entity to the
assets acquired and liabilities assumed based| jon their estimated fair values including other identifiable
intangible assets, as applicable, primarily customer relationships and trade names. See Note 2 for information
about our acquisitions.

Under SFAS 142, we no longer amortlze goodwill and intangible assets with indefinite lives and we are
required to perform an annual impairment test on goodwill balances and intangible assets with indefinite lives.
In performing the impairment test for goodwﬂl SFAS 142 requires that we identify the components of our
operating segments that are reporting units aqd their respective carrying value, estimate the fair value of the
reporting units and compare the fair value to the carrying value of the reporting units to determine if there is a
potential impairment. We use several market barticipant measurements to determine fair value. This approach
utilizes a discounted expected cash flow methodology, consideration of similar and recent transactions and when
available and as appropriate, we use comparanve market participant measures to supplement our analysis. if
there is a potential impairment, SFAS 142 reqmres that additional analysis be performed to determine the

amount of the impairment, if any, to be recorded.

We perform our impairment test during|the second quarter of each year. In determining the fair value of
our reporting units, we perform a discounted Fxpected cash flow analysis assuming they could be sold in a
nontaxable transaction between willing parties. When comparing the fair value of our reporting units to their
carrying value, we include deferred taxes in the carrying value of each of our reporting units. We have
concluded, for each year presented in the ﬁna‘lncial statements, that the fair value of the reporting units exceeded
their carrying value and we have concluded that goodwill was not impaired. We plan to continue to perform our
impairment test during the second quarter of cach year unless certain events, as defined in SFAS 142, trigger the

need for an earlier evaluation for impairment.

In accordance with paragraph 30 of SFAS 142, we identified our regional reporting units as components
of our operating segments, which are our five agency networks. The regional reporting units of each agency

network are responsible for the agencies in thFir region. They report to the segment managers and facilitate the
administrative and logistical requirements of our client-centric strategy for delivering services to clients in their
regions. We then concluded that for each of our operating segments, their regional reporting units had similar

economic characteristics and should be aggregated for purposes of testing goodwill for impairment at the
operating segment level. Our conclusion was based on a detailed analysis of the aggregation criteria set forth in
paragraph 17 of SFAS No.131, Disclosures about Segments of an Enterprise and Related Information (“SFAS
1317, and the guidance set forth in EITF D- 1‘01 Clarification of Reporting Unit Guidance in Paragraph 30 of
FASB Statement No. 142. Consistent with the fundamentals of our business strategy, the agencies within our

regional reporting units serve similar clients in similar industries, and in many cases the same clients. In
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addition, the agencies within our regional reporting units have similar economic characteristics, as the main
economic components of each agency are the salary and service costs associated with providing professional
services, the office and general costs associated with office space and occupancy, and the provision of
technology requirements which are generally limited to personal computers, servers and off-the-shelf software.
Finally, the expected benefits of our acquisitions are typically shared across multiple agencies and regions as
they work together to integrate the acquired agency into our client service strategy.

fncome Taxes. We file a consolidated U.S. income tax return and tax returns in various state and local
jurisdictions. Our subsidiaries also file tax retumns in various foreign jurisdictions. The principal foreign
jurisdictions include the United Kingdom, France and Germany. We have not provided U.S. deferred income
laxes on cumulative earnings of non-U.S. affiliates that have been reinvested indefinitely. A provision has been
made for income and withholding taxes on the eamings of international subsidiaries and affiliates that have been
distributed. Interest and penalties related to tax positions taken in our tax returns are recorded in income tax
expense in our consolidated statement of income.

We account for income taxes in accordance with SFAS No. 109, Accounting for Income Taxes, as
amended (“SFAS 1097). Deferred income taxes are provided for the temporary difference between the financial
reporting basis and tax basis of our assets and liabilities. Deferred income taxes are measured using the enacted
tax rates that are assumed to be in effect when the differences reverse. Deferred tax assets result principally
from recording certain expenses in the financial statements which are not currently deductible for tax purposes,
including employee stock-based compensation expense and from differences between the tax and book basis of
assets and liabilities recorded in connection with acquisitions, as well as tax loss and credit carryforwards.
Deferred tax liabilities result principally from expenses arising from financial instruments which are currently
deductible for tax purposes but have not been expensed in the financial statements and basis differences arising
from tangible and deductible intangible assets.

We maintain valuation allowances where it is more likely than not that all or a portion of a deferred tax
asset will not be realized. In determining whether a valuation allowance is warranted, we evaluate factors such
as prior earnings history, expected future earnings, carry-back and carry-forward periods and tax strategies that
could potentially enhance the likelihood of the realization of a deferred tax asset.

Employee Stock Compensation. Employee stock compensation, consisting primarily of stock options and
restricted stock, is accounted for in accordance with SFAS No. 123, Accounting for Stock-Based
Compensation” (“SFAS 1237), as amended by SFAS No. 148, Accounting for Stock-Based Compensation —
Transition and Disclosure, an amendment of FASB Statement No. 123 (“SFAS 148”). We elected, effective
January 1, 2004, to account for stock-based employee compensation using the fair value method. The fair value
of stock-based employee compensation is recorded in our consolidated statement of income. In determining the
fair value of certain stock based compensation awards, we use certain estimates and assumptions such as
expected life, rate of risk free interest, volatility and dividend yield. Pre-tax stock-based employee compensation
expense for the years ended December 31, 2007, 2006 and 2005, was $68.7 million, $71.1 million, and $87.0
million, respectively. Information about our specific awards and stock plans can be found in Note 7.

On January 1, 2006, we adopted SFAS No. 123 (Revised 2004), Share-Based Payment {“SFAS 123R")
which requires, among other things, that we record stock-based compensation expense net of an estimate for
awards that are expected to be forfeited. For all unvested awards outstanding at January 1, 2006, we recorded an
adjustment to reflect the cumulative effect of this change in accounting principle. The adjustment in the first
quarter of 2006 resulted in an increase in our operating profit and net income of $3.6 million and $2.0 million,
respectively. Because this adjustment did not have a material effect on our results of operations and financial
condition, we did not present this adjustment on an after-tax basis as a cumulative effect of accounting change
in our income statement.

SFAS 123R also requires that new awards issued to individuals that are, or will become, retirement-
eligible during the vesting period of the award to be expensed over the lesser of the period from the date of
grant through the retirement-eligible date or the vesting date. This differs from our previous poti¢y for awards
that were issued prior to adoption of SFAS 123R with retirement eligibility provisions. For those awards we
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recognized compensation expense over the vesung period and we accelerated compensation expense upon the
triggering of a retirement event. We estimate lhat for the full-years of 2007 and 2006, $6.0 million and $13.5
million, respectively, of pre-tax stock-based employee compensation expense was recorded related 1o unvested
awards at December 31, 2005 that were issued prior to adoption of SFAS 123R to individuals that were
retirement-eligible at December 31, 2005 and the awards included retirement eligibility provisions. Had SFAS
123R been in effect when these awards were psucd stock-based compensation expense in 2007 and 2006 would
have been less by $6.0 million and $13.5 million, respectively.

SFAS 123R provided transition alternatives with respect to calculating the pool of tax benefits within our
additional paid-in capital (the “APIC”" Pool) that are available on the adoption date to offset potential future
shortfalls. The APIC Pool results from the amlount by which cumulative year tax deductions for stock-based
compensation exceed the cumulative book stock-based compensation expense recognized in our financial
statements. We utilized the short-cut method as prescribed by FASB Statement of Position 123R-3 to calculate
the AP1C Pool.

Concentration of Credit Risk. We provide marketing and corporate communications services to thousands
of clients who operate in nearly every industry sector. We grant credit to qualified clients in the ordinary course
of business. Due to the diversified nature of our client base, we do not believe that we are exposed to a
concentration of credit risk as our largest client accounted for 2.8% of our 2007 consolidated revenue and no
other client accounted for more than 2.4% of our 2007 consolidated revenue.

Derivative Financial Instruments, SFA% No. 133, Accounting for Derivative Instruments and Hedging
Activities (“SFAS 133”) establishes accountmg and reporting standards requiring that every derivative
instrument (including certain derivative mstrumems embedded in other contracts) be recorded in the balance
sheet as either an asset or liability measured al its fair value.

Our derivative financial instruments consist principally of cross-currency interest rate swaps and forward
foreign exchange contracts. For derivative financial instruments to qualify for hedge accounting the following
criteria must be met: (1) the hedging instrument must be designated as a hedge; (2) the hedged exposure must
be specifically identifiable and expose us to ri‘sk; and-(3) it is expected that a change in fair value of the
derivative financial instrument and an oppositelr change in the fair value of the hedged exposure will have a high

degree of correlation.

If the derivative is a hedge, depending o|n the nature of the hedge, changes in the fair value of the
derivative will either be offset against the chal:lge in fair value of the hedged assets, liabilities or firm
commitments through eamings or recognized ‘in other comprehensive income until the hedged item is
recognized in earnings. The ineffective portion of the change in fair value of a derivative used as hedge is

required to be immediately recognized in the statement of income.

We execute forward foreign exchange contracts in the same currency as the related exposure, whereby
100% correlation is achieved based on spot rates. Gains and losses on derivative financial instruments which are
hedges of foreign currency assets or liabilities|are recorded at market value and changes in market value are
recognized in the statement of income in the current period. Gains and losses on our cross-currency interest rate
swaps that are used to hedge our net investments in foreign subsidiaries are recorded to accumulated
comprehensive income as translation adjustments to the extent of changes in the spot exchange rate. The
remaining difference is recorded in the statement of income in the current period.

Use of Estimates. The preparation of ﬁna%mcia] statements in conformity with U.S. GAAP requires us to
make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosures of
contingent assets and liabilities at the date of the financial statements and the reported amounts of revenue and
expenses during the reporting period. Actual results could differ from those estimates.

2. Acquisitions |

During 2007, we completed 13 acquisitions of new subsidiaries for cash consideration and made
additional cash investments in companies in wlhich we already had an ownership interest, none of which were
material to our conselidated financial position or results of operations. In addition, we made contingent

l
F-12




OMNICOM GROUP INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

purchase price payments related to acquisitions completed in prior years. The aggregate cost of these
transactions, including cash payments and the assumption of liabilities in 2007 was as follows (dollars in
millions):

New and existing SUbSIIATIES .......cccornerrrrees et e e s e $219.0
Contingent purchase pPriCe PAYMENTS .....uiccvrecrrisiressrersirirerniesrnsessseereesesresensaiees 159.3
$378.3

Valuations of these acquired companies were based on a number of factors, including specialized know-
how, reputation, geographic coverage, competitive position and service offerings. Our acquisition strategy has
been focused on acquiring the expertise of an assembled workforce in order to continue to build upon the core
capabilities of our various strategic business platforms through the expansion of their geographic area and/or
their service capabilities to better serve our clients. Consistent with our acquisition strategy and past practice,
most acquisitions completed in 2007 included an initial payment at the time of closing and provide for future
additional contingent purchase price payments. Contingent payments for these transactions, as well as certain
acquisitions completed in prior years, are derived using the performance of the acquired entity and are based on
pre-determined formulas. These contingent purchase price obligations are accrued when the contingency is
resolved and payment is certain.

For each of our acquisitions, we undertake a detailed review to identify other intangible assets and a
valuation is performed for all such assets identified. We use several market participant measurements 10
determine fair value. This approach includes consideration of similar and recent transactions, as well as utilizing
discounted expected cash flow methodologies and when available and as appropriate, we use comparative
market multiples to supplement our analysis. Like most service businesses, a substantial portion of the
intangible asset value that we acquire is the specialized know-how of the workforce, which is treated as part of
goodwill and is not required to be valued separately by SFAS 141. The majority of the value of the identifiable
intangible assets that we acquire is derived from customer relationships and the related customer contracts. In
executing our acquisition strategy, one of the primary drivers in identifying and executing a specific transaction
is the existence of, or the ability to, expand our existing client relationships. The expected benefits of our
acquisitions are typically shared across multiple agencies and regions.

As of December 31, 2007 and 2006, the components of our intangible assets were as follows:

(Dollars in millions)

2007 2006
Gross Net Gross Net
Carrying Accumulated  Carrying Carrying  Accumulated  Carrying
Value Amortization Valuve Value Amortization Value
Intangible assets subject to
SFAS 142 impairment tests:
Goodwill ... $7.946.5 $628.0 $7,318.5 $7,457.2 $605.3 $6,851.9
Other identifiable intangible assets
subject to amortization:
Purchased and internally
developed software ............... $ 2499 $187.8 $ 621 $ 2231 $163.1 § 600
Customer related and other ........ 197.4 63.8 133.6 127.9 44.7 83.2
Total ..c..coveiiiii e $ 4473 $251.6 $ 1957 $ 351.0 $207.8 $ 1432

Substantially all of our other identifiable intangible assets are amortized on a straight-line basis ranging
from 5 to 10 years.
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During the third quarter of 2006, we disposed of a U.S. based healthcare business and several small
businesses. The sale of the healthcare business resulted in a high book tax rate primarily caused by the
allocation of non-deductible goodwill in accc[)rdance with SFAS 142. This increase in income tax expense. was
more than offset by a one-time reduction of income tax expense from the resolution of uncertainties related to
changes in certain foreign tax laws. The aggregate impact of these events was a decrease in profit before tax of

$0.5 million, a decrease in tax expense of $1:8 million and an increase in net income of $1.3 million,

3. Bank Loans and Lines of Credit

Bank loans of $12.0 million and $10.5 imillion at December 31, 2007 and 2006, respectively, are primarily
comprised of the bank overdrafts of our interpational subsidiaries. These loans are treated as unsecured loans
pursuant to our bank agreements. The welghted average interest rate on these bank loans as of December 31,

2007 and 2006 was 5.9% and 6.2%, respecuve]y

At December 31, 2007 and 2006, we had committed and uncommitted lines of credit aggregating $2,954.9
million and $2,862.4 million, respectively. The unused portion of these credit lines was $2,942.9 million and
$2,851.9 million at December 31, 2007 and 2006 respectively, During the third quarter of 2007, volatility in the
financial markets related to the credit crisis résultcd in an increase in borrowing spreads in the commercial
paper markets. We arranged for $300.0 million in unsecured uncommitted lines of credit and shifted funding a
portion of our daily needs to these lines from our commercial paper program. These lines were subsequently
terminated during the fourth quarter of 2007. Accordingly, at December 31, 2007, there were no borrowings

outstanding under these lines.

In June 2006, we amended and extende:d our five-year credit facility to June 23, 2011 and increased the
amount available from $2.1 billion to $2.4 billion with substantially the same bank syndicate. In conjunction
with this amendment and extension, we termmated our $400.0 miltion 364-day revolving credit facility that was
due to expire. Subsequently, in September 2006 the facility was increased from $2.4 billion to $2.5 billion. We
have the ability to classify outstanding borrowings, if any, under our five-year credit facility as long-term debt.

Our five-year credit facility is provided by a bank syndicate that includes large global banks such as
Citibank, JP Morgan Chase, HSBC, ABN Amro, Deutsche Bank, Bank of America, Societe Generale and
BBVA. We also include large regional banks i m the U.S. such as Wachovia, US Bancorp, Northern Trust, PNC
and Wells Fargo. Additionally, we include banks that have a major presence in countries where we conduct
business such as Sumitome in Japan, Fortis i in Belgium, Intesa San Paolo in Italy, Scotia in Canada and ANZ in
Australia.

Our $2,500.0 million five-year revolving credit facility provides support for our $1,500.0 million
commercial paper program, as well as providt;a back-up liquidity in the event any of our convertible notes are put
back to us. The gross amount of commercial paper issued and redeemed under our commercial paper program
during 2007 was $20.0 billion, with an average term of 3.2 days. During 2006, $13.6 billion of commercial
paper was issued and redeemed with an average term of 2.8 days. We issue commercial paper to manage
changes in our working capital during the yea:r that arise principally because in the normal course of business,
our agencies incur costs on behalf of our clients at levels substantially exceeding our revenues, including when
we place media and incur production cost obligations. As of December 31, 2007 and 2006, we had ne

commercial paper borrowings outstanding.

The credit facilities contain financial covenants limiting the ratio of total consolidated indebtedness to
total consolidated EBITDA (for purposes of t‘hcse covenants EBITDA is defined as earnings before interest,
taxes, depreciation and amortization) to no more than 3.0 times. In addition, we are required to maintain a
minimum ratio of EBITDA to interest expense of at least 5.0 times. At December 31, 2007, our ratio of debt to
EBITDA was 1.6 times and our ratio of EBITDA to interest expense was 17.5 times. We were in compliance

with these covenants, In addition, the credit fallc:lmes do not limit our ability to declare or pay dividends.

|
|
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4. Long-Term Debt and Convertible Notes

Long-term debt and convertible notes outstanding as of December 31, 2007 and 2006 consisted of the
following:

(Dollars in millions)

2007 2006

Senior Notes — due April 15, 2016......coocrivcecnccnneee $ 996.0 $ 9955
Other notes and loans at rates from 4.8% to 12.0%,

due through 2012 ... s 19.8 18.8

1,015.8 1,014.3

Less CUITENT POTHON ...occeververnrereeorerniereriaseriesersasssseresrasssareses 26 1.1

Total long-term debl.......cooooriresr e $1,013.2 $1,013.2

Convertible Notes — due February 7, 2031.......ccovenne... $ 847.0 $ 847.0

Convertible Notes — due July 31,2032 ... 727.0 727.0

Convertible Notes — due June 15,2033, 0.2 394

Convertible Notes — due July 1, 2038 .........ocevvviverircnninns 467.3 428.1

2,041.5 2,041.5

Less CUITEnt POTION .oe.vveerrcececcrececrre e recensrsrerassresssssaresensas — —

Total cCONVErtible NOLES ......vvvercvieeeree e ee s eeesaenees $2,041.5 $2,041.5

In February 2001, we issued $850.0 million aggregate principal amount of Liquid Yield Option Notes due
February 7, 2031 (“2031 Notes™). These notes are senior unsecured zero-coupon securities that were convertible
at issuance into 15.5 million shares of our common stock, implying a conversion price of $55.01 per common
share, subject to normal anti-dilution adjustments. These notes are convertible at a specified ratio only upon the
occurrence of certain events, including; if our common shares trade above certain levels, if we effect
extraordinary transactions or if our long-term debt credit ratings are downgraded by at least two notches from
their December 31, 2007 level of A- to BBB or lower by Standard & Poor’s Ratings Service (“S&P™), or from
their December 31, 2007 level of Baal to Baa3 or lower by Moody’s Investors Service (“Moody’s”). These
events would not, however, result in an adjustment of the number of shares issuable upon conversion. Holders of
these notes have the right to put the notes back to us for cash in February of each year and we have agreed not
to redeem the notes for cash before February 7, 2009. There are no events that accelerate the noteholders’ put
rights. Beginning in February 2006 and every six months thereafter, if the market price of our common shares
exceeds certain thresholds, we may be required to pay contingent cash interest for that period. Our initial
calculation in February 2006 and subsequent calculations thereafter did not require us to pay contingent cash
interest. In prior years, $3.0 million principal amount of notes were put back to us reducing the total outstanding
balance to $847.0 million,

In March 2002, we issued $900.0 million aggregate principal amount of Zero Coupon Zero Yield
Convertible Notes due July 31, 2032 (“2032 Notes”). The notes are senior unsecured zero-coupon securities that
were convertible at issuance into 16.4 million shares of our common stock, implying a conversion price of
$55.01 per common share, subject to normal anti-dilution adjustments. These notes are convertible at a specified
ratio only upon the occurrence of certain events, including; if our common shares rade above certain levels, if
we effect extraordinary transactions or if our long-term debt credit ratings are downgraded at least two notches
from their December 31, 2007 level of A- to BBB or lower by S&P, or from their December 31, 2007 level of
Baal to Baa3 or lower by Moody’s. These events would not, however, result in an adjustment of the number of
shares issuable upon conversion. Helders of these notes have the right to put the notes back to us for cash in
August of each year and we have agreed not to redeem the notes for cash before July 31, 2009. There are no
events that accelerate the noteholders” put rights. Beginning in August 2007 and every six months thereafter, if
the market price of our common shares exceeds certain thresholds, we may be required to pay contingent cash
interest for that period. Our initial calculation in August 2007 did not require us to pay contingent interest. In
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prior years, $7.7 million principal amount of notes were put back to us reducing the total outstanding balance at
December 31, 2005 to $892.3 million and $165 3 million principal amount of notes were put back 1o us in 2006
reducing the outstanding balance at December 31, 2006 to $727.0 million.

|

In June 2003, we issued $600.0 million aggregate principal amount of Zero Coupon Zero Yield
Convertible Notes due June 15, 2033 (“2033 Notes”). The notes are senior unsecured obligations that were
convertible at issuance into 11.7 million shares of our common stock, implying a conversion price of $51.50 per
common share, subject to normal anti-dilution adjustments. These notes are convertible at the specified ratio
only upon the occurrence of certain events, including; if our common shares trade above certain levels, if we
effect extraordinary transactions or if our long-term debt credit ratings are downgraded from their current level
to Bal or lower by Moody’s or BBB- or lower by S&P. The occurrence of these events will not result in an
adjustment of the number of shares issuable upon conversion. Holders of these notes have the right to put the
notes back to us for cash on June 15, 2008, 2010 2013, 2018, 2023 and on each June 15 annually thereafter
through June 15, 2032 and we have a right to iredeem the notes for cash beginning on June 15, 2010. There are
no events that accelerate the noteholders’ put rights, Beginning in June 2010, if the market price of our common
shares exceeds certain thresholds, we may be|required to pay contingent cash interest. The majority of the 2033
Notes were amended in June 2006, as discuss:ed below, and the amended notes are referred to as our Zero

Coupon Zero Yield Convertible Notes due 2038 (“2038 Notes™).

|
Our 2031, 2032, 2033 and 2038 Notes (collectively the “Notes”) provide the noteholders with certain

rights that we consider to be embedded derivatives in accordance with SFAS 133. Under SFAS 133, embedded
derivatives could be required to be bifurcated land accounted for separately from the underlying host instrument.
The noteholders’ rights we considered for bifllll'CﬂtiOn were: (1) an embedded conversion option to convert the
bonds into shares of our common stock: (2) the right to put the Notes back to us for repayment (noteholder’s put
right) and our agreement to not call the Notes* up to specified dates (no call right); and (3) the right to collect
contingent cash interest from us if certain cntena are met. As discussed below, the embedded derivatives were
not required to be bifurcated or had no 1mpact on the carrying value of the Notes and accordingly, the Notes are
carried at their value due at maturity.

Specifically, the embedded conversion dptions qualify for the exception in SFAS 133 covering convertible
bonds and we are not required to separately account for the embedded conversion option. Under SFAS 133, the
embedded options must meet the criteria of EITF 00-19, Accounting for Derivative Financial Instruments
Indexed to, and Potentially Settled in, a Company s Own Stock (“EITF 00-19”) to qualify for the exception.
EITF 00-19 required that certain criteria be mFt for a freestanding derivative in a company’s own stock to be
classified as an equity instrument. The embedded conversion options met the criteria in EITF 00-19 and would,
if converted, be accounted for in sharcholderm equity as if they were freestanding derivatives. We are not
required to separately value and account for the noteholders’ put right and the no call nght under SFAS 133 and
related interpretation by the Derivatives Implementatlon Group (DIG) No. B-16. These rights were considered
to be clearly and closely related to the underlymg Notes and are not contingently exercisable. Additionally, the
debt was not issued with a substantial discount or premium. Lastly, the noteholders’ right to collect contingent
cash interest is a derivative and is required to be marked to market value each reporting period with changes
recorded in interest expense. The value of this right is primarily linked to the price of our common stock and not
the debt host contract. Therefore, it is not clearly and closely related to our debt and is required to be separately
accounted for under SFAS 133. For each of the Notes at issuance and through December 31, 2005, this right
had nominal value. For the periods ended December 31, 2007 and 2006, the value was $0.7 million and $0.8
million, respectively.

In August 2004, we amended the indenture governing the 2032 Notes. In November 2004, we amended
the indentures governing the 2031 Notes and the 2033 Notes. The amendments added two of our wholly-owned
finance subsidiaries, Omnicom Capital Inc. and Omnicem Finance Inc., as co-obligors to each convertible note.
The amendments (o all three indentures were élmllar with respect to settlement of the notes on put or
conversion. We amended the provisions regarding payment to the noteholders in the event of a put. Previously,
we could satisfy the put obligation in cash, shares or a combination of both, at our option. The amendments
provide that we can only satisfy the put obligaltion in cash. We also amended the provisions regarding payment
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to the noteholders in the event the noteholders exercise their conversion right. Previously, we were required to
salisfy the conversion obligation of each note by delivering the underlying number of shares, as adjusted, into
which the note converts. The amendments provide that the conversion obligation is equal to a conversion value
determined on the day of conversion, calculated by multiplying the share price at the close of business on that
day by the underlying number of shares into which the note converts. We then satisfy the conversion value by
paying the initial principal amount of the note in cash and the balance of the conversion value in cash or shares,
at our option. This amendment made the notes compliant with EITF 90-19, Convertible Bonds with Issuer
Options to Settle for Cash Upon Conversion — “Instrument C” treatment. Further, the amended notes qualified
for the exception in SFAS 133, covering convertible bonds and we are not required to separately account for the
fair value of the embedded conversion option. The amendments did not change this accounting, accordingly, the
notes are carried at their face value. At the same time we amended the indenture provisions governing
setilement on put or conversion, we also amended the provisions of 2031 Notes and the 2032 Notes governing
the payment of contingent cash interest.

In February 2006, we offered to pay a supplemental interest payment of $46.25 per $1,000 principal
amount of notes to holders of our 2031 Notes as of February 2, 2006 to not put their notes back to us. The
noteholders were paid $39.2 million on February 8, 2006. This payment is being amortized ratably over a 12-
month period to the next put date in accordance with Emerging Issues Task Force (“EITF”) No. 96-19, Debtor’s
Accounting for a Modification or Exchange of Debt Instruments (“EITF 96-19"). In February 2007, we did not
pay a supplemental interest payment to noteholders of our 2031 Notes and none of the 2031 Notes were put
back 1o us for repayment.

In June 2006, we offered to pay a supplemental interest payment of $27.50 per $1,000 of our 2033 Notes
to holders that did not put their notes back to us and consented to the amendments 1o the notes and related
indenture as of June 27, 2006. The principal amendment extended the maturity of the notes from June 15, 2033
to July 1, 2038. The additional amendments conformed other terms of the notes for the extension of the
maturity date, as well as amending the comparable yield. On June 21, 2006, we repurchased $132.5 million of
notes that were put to us. With respect to the remaining $467.5 million of notes as of June 30, 2006, noteholders
holding a combined amount of $428.1 million of notes consented to the amendments, were paid $27.50 per
$1,000 note and their notes were amended. The total supplemental interest payment of $11.7 million will be
amortized ratably over a twenty-four-month pertod to the next put date in accordance with EITF 96-19. During
the first quarter of 2007, substantially all of the remaining holders of the 2033 Notes exchanged their notes for
2038 Notes reducing the aggregate principal amount of the 2033 Notes outstanding to $0.2 million. No
supplemental interest payment or fee was paid to the noteholders. The next put date for the 2033 and 2038 notes
is June 15, 2008.

In July 2006, we offered to pay a supplemental interest payment of $32.50 per $1,000 principal amount of
notes to holders of our 2032 Notes as of August 1, 2006 that did not put their notes back to us. On August 4,
2006, we repurchased $165.2 million of our 2032 Notes that were put to us. With respect to the remaining $727.0
million of notes, noteholders were paid a total supplemental interest payment of $23.6 million on August 2, 2006
which is being amortized ratably over a 12-month period to the next put date in accordance with ETTF 96-19.

In July 2007, we did not pay a supplemental interest payment to noteholders of our 2032 Notes and none of the
2032 Notes were put back to us for repayment.

In March 2006, we issued $1.0 billion aggregate principal amount of Senior Notes due April 15, 2016
(“Senior Notes™). The gross proceeds from the issuance were $995.]1 million. The gross proceeds less fees
resulted in a 6.05% yield to matunty. The Senior Notes were issued by Omnicom Group Inc. and two of our
wholly-owned finance subsidiaries, Omnicom Capital Inc. and Omnicom Finance Inc., as co-obligors. The
Senior Notes are senior unsecured notes that rank in equal right of payment with all existing future unsecured
indebtedness and as a joint and several liability of the issuer and the co-obligors.
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In February 2008, we offered to pay a slupplemental interest payment of $9.00 per $1,000 principal
amount of notes to holders of our 2031 Noles as of February 4, 2008 who did not put their notes back to us.
None of the 2031 Notes were put back to us and on February 8, 2008, noteholders were paid a total
supplemental interest payment of $7.6 million that will be amortized ratably over a 12-month period to the next
put date in accordance with EITF 96-19.

For the years ended December 31, 2007, 2006 and 2005, our gross interest expense on our borrowings
was $106.9 million, $124.9 millien and $78. O million, respectively. Included in our interest expense in 2007,
2006 and 2005, and described above was $23.9 million, $71.5 million and $47.3 million related to our
convertible notes, respectively. Interest expenlse relative to our Senior Notes was $60.2 million and $45.5 million
in 2007 and 2006. In addition, interest expens;e relative to our €152.4 million 5.20% Notes was $3.9 million in

2003. The remainder of our interest expense in these years was related to our short-term borrowings.

The aggregate stated maturities of lontherm debt and convertible notes as of December 31, 2007, are as
follows: L

(Dollars in millions)

2008 covoevvreveeseeeeseereessesssssssssseesssees s s s s cesss e reee s eee s see e eee s ee s eeen s e e ne e ene s $ 26
2009 ... evoeeeeeeeceeeeeeeseeesseessseeeseeeee e 0.5
2010 1o eeeeeeereeseressssesssssesssesssssesbsssresssrasssrasesseeesssessssessssesssssssssemseesseeessassssae 16.3
p11 1§ (O D e ee s eeeee s e eseeteee e st e saeseeeeeere s s s s ean 0.3
)0} b Do 0.1
w0} K SO D e eesseseseeess s e s s smees s erese et s s e —
Thereafter........ooveeeeoeeeeererr] D e 3,037.5

5. Segment Reporting

Our wholly and partially owned agencies operate within the advertising, marketing and corporate
communications services industry. These agencies are organized into agency networks, virtual client networks,
regional reperting units and operating groups.! During 2005, we completed the reorganization of our operating
segments and the formation of a fifth agency network. Consistent with the fundamentals of our business
strategy, our agencies serve similar clients, in|similar industries, and in many cases the same clients across a
variety of geographic regions. In addition, our agency networks have similar economic characteristics and
similar long-term operating margins, as the main economic components of each agency are the salary and
service costs associated with providing professional services, the office and general costs associated with office
space and occupancy, and the provision of technology requirements which are generally limited to personal
computers, servers and off-the-shelf software. Therefore, given these similarities and in accordance with the
provisions of SFAS 131, most specifically paragraph 17, we aggregate our operating segments, which are our
five agency networks, into one reporting segn?cnt.

A summary of our revenue and Iong-livi:d assets by geographic area for the years then ended, and as of
December 31, 2007, 2006 and 2005 is presenlled below:

(Dollars in millions)

Americas EMEA Asia/Australia

2007

REVENUE 1vrrvvevereverevererasassesssesesssesssesesssessensebesessssssesssessensessnns $7,392.8 $4,543.7 $757.5

Long-Lived Assets SOOI RSSO 420.5 2339 523

GOOAWIILo..o.eseeeeevees s eesseesseesscessesesssessees e ressessessessesereresessesesnses 6,061.9 1,196.4 60.2
2006 ‘

Revenue ‘ .................................... $6,789.2 $3,909.7 $678.0

LONZ-LAVEA ASSELS +.vvvvveerenvverenrersseressmsessdevssennressssseesseseesvssseneees 379.1 211.7 49.0

GOOAWIL ..o eeceeseesess e seessses b ses s e s ees e e e eseeeseene 5,636.7 1,157.8 574
2005 |

REVEIUE oo eeeeeeeeeeseeeseeseresesssnsaessasesastorssesssesssessresrssessseessennres $0.261.6 $3,586.0 $633.5

Long-Lwed Assets | 4159 149.8 43.0

Goodwill .. | 5,508.4 9322 525
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The Americas is primarily composed of the U.S., Canada and Latin American countrics. EMEA is
primarily composed of various Euro currency countries, the United Kingdom, the Middle-East and Africa and
other European countries that have not adopted the European Union Monetary standard. Asia/Australia is
primarily composed of China, Japan, Korea, Singapore, Australia and other Asian countries.

6. Equity and Cost-Based Investments

We have investments in privately held unconsolidated affiliated companies accounted for under the equity
method. The affiliated companies offer marketing and corporate communications services similar to those
offered by our operating companies. The equity method is used when we own less than 50% of the common
stock but exercise significant influence over the operating and financial policies of the affiliate.

Our total equity investments did not exceed 3.0% of our total assets, our proportionate share of our
affiliates’ total assets did not exceed 3.0% of our total assets, and individually and in the aggregate, our
proportionate share of our affiliates’ profit before incomes taxes did not exceed 5.0% of our total profit before
income taxes. Accordingly, summarized financial information of our affiliates is not required 1o be disclosed as
these affiliates are not material to our financial position or results of operations.

Our equity interest in the net income of these affiliated companies was $38.4 million and $29.6 million for
the years ended December 31, 2007 and 2006, respectively. Our equity interest in the net assets of these
affiliated companies was $165.8 million and $132.8 million at December 31, 2007 and 2006, respectively.
Owners of interests in certain of our affiliated companies have the right in certain circumstances to require us to
purchase additional ownership interests at fair value as defined in the applicable agreements. The intent of the
parties is to approximate fair value at the time of redemption by using a multiple of earnings, which is consistent
with generally accepted valuation practices used by market participants in our industry. The terms of these rights
vary for each arrangement and the ultimate amount payable in the future also varies based upon the future
earnings of the affiliated companies, changes in the applicable foreign currency exchange rates and if exercised,
the timing of the exercise of these rights.

Our cost-based investments at December 31, 2007 were primarily comprised of equity interests of less
than 20% in various privately held service companies. This method is used when we own less than a 20% equity
interest and do not exercise significant influence over the operating and financial policies of the investee. The
total cost basis of these investments as of December 31, 2007 and 2006 was $41.2 million and $47.2 million,
respectively and are included in other assets on our balance sheet.

7. Employee Stock Compensation Plans

Qur current equity incentive compensation plan was adopted in 2007 (“2007 Equity Incentive Award
Plan”) and reserved 37.0 million shares of our common stock for options, restricted stock and other awards. The
2007 Equity Incentive Award Plan also permits reissuance of forfeited shares that were issued as restricted stock
awards and option grants under the current and previous plans prior to the adoption of the 2007 Equity Incentive
Award Plan. Pursuant to the 2007 Equity Incentive Award Plan, the exercise price of options awarded may not
be less than 100% of the market price of the stock at the date of grant and the option term cannot be longer than
ten years from the date of grant. The terms of each option and the times at which each option will be
exercisable will be determined by the Compensation Commiitee of the Board of Directors. It is anticipated that
the full vesting period for options will generally be three years. Generally our option grants become exercisable
30% on each of the first two anniversary dates of the grant date with the final 40% becoming exercisable three
years from the grant date.

As a result of the adoption of the 2007 Equity Incentive Award Plan in 2007, no new awards may be
granted under our previous award plans.

Our current and previous equity award plans do not permit the holder of an award to elect cash settlement
under any circumstances.
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Stock Options: ‘

Options included under all incentive cgmpensation plans, all of which were approv'ed by our shareholders,

for the past three years are:

_ 2007 2006 2005
Weighted Weighted Weighted
Average Average Average
Exercise Exercise Exercise
| Shares Price Shares Price Shares Price
|
Shares under option, beginning |
Of YEAT oo rrrsvsrernirenieenene. . 23,881,610 $37.44 31,405,670  $37.03 34,608,094 $36.53
Options granted under: }
2007 Equity Incentive Award Plan .... | 120,000 52.83 — — — —
Previous Equity Incentive Plans......... ‘ — — 100,000 44.40 40,000 40.25
Options exercised........coceeerermicicieesiencnns (21,097,25 1y 2943 (7,599,726) 3582 (2,905878) 31.17
Options forfeited / repurchased.............. (192,824) 41.63 (24,334) 38.23 (336,546) 3645
Shares under option, end of year............ 2Il,71 1,535 $38.26 23,881,610 $37.44 31,405,670 $37.03
Options exercisable at year-end.............. 21|,591,535 15,860,978 22,588,878

The following table summarizes the information above about options outstanding and options exercisable

at December 31, 2007;

QOptions Outstanding Options Exercisable
Weighted Average
Range of Exercise Options Remaining Weighted Average Options Weighted Average
Prices (in dollars) Qutstanding Contractual Life Exercise Price Exercisable Exercise Price
$19.88 t0 21.34 570,000 1 year $20.96 570,000 $20.96
32.75 to 45.61 3,810,000 1-2 years 41.19 3,810,000 41.19
39.16 1,704,000 2-3 years 39.16 1,704,000 39.16
31.18 to 43.58 13,154,731 3-4 years 36.47 13,154,731 36.47
43.04 10 46.77 2,352,804 4-5 years 46.31 2,352,804 46.31
52.83 120,000 l 6-7 years 52.83 — —
21,711,535 21,591,535

The weighted average fair value, ca]cui‘lated on the basis summarized below, of each option granted was
$8.01, $8.06 and $8.44 for 2007, 2006 and 2005, respectively. The fair value of each option grant has been
determined as of the date of grant using the Black-Scholes option valuation model and are typically amortized
to expense over the vesting period. The Black-Scholes assumptions (without adjusting for the risk of forfeiture

and lack of liquidity) were as follows:

2007 2006 2005
Expected option lives........cooe b 3.5 years 3.5 years 3.5 years
Risk free inferest rate .......ococoveivreho 4.0% 4.9% -~ 5.1% 3.8%
Expected volatility ........................ L. 14.7% 16.4% — 16.7% 24.1%
Dividend yield.......ooorvoororooooocree L. 1.1% 1.1% 1.1%
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Restricted Shares:

Changes in outstanding shares of restricted stock for the three years ended December 31, 2007 were as
follows:

2007 2006 2005
Restricted shares at beginning of year............... 4,162,718 4,356,670 4,824 826
Number granted ........c.cccooorirmmmeeeriinicnverennenn 1,639,761 1,450,706 1,447,114
Number vested......cociiiiiennnierenininieecnrennnns (1,243,605) (1,407,930) (1,692,276)
Number forfeited ..........covevvvreereienvevinieeeninninn (260,907) (236,728) (222,994)
Restricted shares at end of year........c.cococovnennnnne. 4,297 967 4,162,718 4,356,670

The weighted average per share grant date fair value of restricted shares was $44.94 at the end of 2007,
$40.30 at the end of 2006 and $37.15 at the end of 2005.

All restricted shares were sold at a price per share equal to their par value. The difference between par
value and market value on the date of the grant is charged to shareholders’ equity and then amortized to expense
over the restriction period. The restricted shares typicatly vest in 20% annual increments provided the employee
remains in our employ.

Restricted shares may not be sold, transferred, pledged or otherwise encumbered until the forfeiture
restrictions lapse. Under most circumstances, the employee must resell the shares to us at par value if the
employee ceases employment prior to the end of the restriction peried.

ESPP:

We have an employee stock purchase plan (“ESPP”) that enables employeges to purchase our common
stock through payroll deductions over each plan quarter at 85% of the market price on the last trading day of the
plan quarter. Purchases are limited to 10% of eligible compensation as defined by the Employee Retirement
Income Security Act of 1974 (“ERISA”). During 2007, 2006 and 2005, employees purchased 513,429 shares,
551,704 shares and 570,852 shares, respectively, all of which were treasury shares, for which $22.2 million,
$21.1 million and $20.4 million, respectively, was paid to us. At December 31, 2007, 1,062,463 shares remain
reserved for the ESPP.

Total pre-tax stock-based employee compensation cost for the years ended December 31, 2007, 2006 and
2005, was $68.7 million, $71.1 million and $87.0 million, respectively. Total unamortized stock-based
compensation at December 31, 2007 was $151.2 million that will be expensed over the next four years.

SFAS 123R:

On January 1, 2006, we adopted SFAS No. 123 (Revised 2004), Share-Based Payment (“SFAS 123R™)
which requires, among other things, that we record stock-based compensation expense net of an estimate for
awards that are expected to be forfeited. For all unvested awards outstanding at January 1, 2006, we recorded an
adjustment to reflect the cumulative effect of this change in accounting principle. The adjustment in the first
quarter of 2006 resulted in an increase in our operating profit and net income of $3.6 million and $2.0 million,
respectively. Because this adjustment did not have a matenial effect on our results of operations and financial
condition, we did not present this adjustment on an after-tax basis as a cumulative effect of accounting change
in our income statement.

8. Income Taxes

We file a consolidated U.S. income tax return and tax returns in various state and local jurisdictions. Our
subsidiaries also file tax returns in various foreign jurisdictions. The principal foreign jurisdictions include the
United Kingdom, France and Germany. The Internal Revenue Service (“IRS”) has completed its examination of
our federal tax returns through 2002 and has commenced an examination of our federal tax returns for 2003 and
2004. In addition, our subsidiaries’ tax returns in the United Kingdom, France and Germany have been
examined through 2001, 2003 and 2000, respectively.
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Income before income taxes and the prlovision for taxes on income consisted of the amounts shown below:

Years Ended December 31,
{Dollars in millions)

2007 2006 2005

Income before income taxes:
DIOMESHIC...c.cciviviiiiiieessssseies s thassaneessnesvases $ 7362 $ 684.0 $ 6655

TALEMNAIONAL evvrreroeereeesees e ensbeseessemrereseens 848.9 707.9 615.1

TOtAL v | .................. $1,585.1 $1,391.9 $1,280.6
Provision for taxes on income: |

Current:
Federal ... abs i resesees $ 1338 $ 1714 $ 1335
State and 106l covevevncreeree. I 12.0 159 10.5
International .......................... 234.1 189.8 186.7
Total CUITENT .ceeuceree e ebrrreees s ens 3799 3771 330.7

Deferred:
Federal ...ooeoeeeeeeeeeeerie e b 131.4 62.4 82.0
State and local ..., 7.6 3.9 1.8
International ...l 18.0 235 20.8
Total Deferred ........oooeoeeeeee s 157.0 80.8 104.6
TOLAL.. oo b $ 5369 $ 4669 $ 4353

Our effective income tax rate varied from the statutory federal income tax rate as a result of the following
factors:

2007 2006 w5
Statutory federal income tax rate .i....ccoveeccinniinnee. 35.0% 35.0% 35.0%
State and local taxes on income,
net of federal income tax benefit ......covveevrrniiiiccenes 08 0.9 0.6
International subsidiaries’ tax rate differentials ........... 2.3) {2.3) 0.7)
L1 4T U AU PSS _& _(p_._l_) (_0.9_)

EffectiVe TALE .....c.ooiiviivviieiririerniesesdenieessnsesssnssnarvssassseres 33.9% 33.5% 34.0%

Included in income tax expense is $2.8|million, $1.6 million and $(1.8) million of interest, net of tax
benefit and penalties related to tax positions taken on our tax returns for the years ended December 31, 2007,
2006 and 2005, respectively. At December 31, 2007 and 2006, the combined amount of accrued interest and
penalties related to tax positions taken on our tax returns was $14.0 million and $9.3 million, respectively.
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Deferred tax assets and liabilities as of December 31, 2007 and 2006 consisted of the amounts shown
below (dollars in millions):

_007 2006

Deferred tax assets:

Compensation and SEVETANCE..........occvcurrrecreicmeeermrescrscemsienns $329.6 $333.8

Tax loss and credit carryforwards.........ooevmeeeeocemeiceeiceeecees 228.6 172.2

Basis differences arising from acquisitions............cococreeecene. 43.0 65.9

Basis differences from short-term assets and liabilities............. 32.8 315

Basis differences ansing from investments ......co..ccvcrnnrnnnns 2.6 14.6

OHBET vttt er s sss b e be e e b e e s arnssasebeesannsarentarensarens 31.8 46
Total deferred 1ax ASSELS.......coveeeeerieeceerceeseeemtie e e resesasssabssseas 668.4 622.6

Valuation alloOWaNCE ......eirvververeereniniennn e seeros e sseesseeesseees (714.4) (72.2)
Total deferred tax assets net of valuation allowance.........ccoceeeueeee $594.0 $550.4
Deferred tax liabilities:

FINAnCial INSITUITEIES ...coovctr e ceeesseess st tsecstsrosesssresssssesnssaseaas $350.0 $281.0

Basis differences arising from tangible and deductible

INTANEIDIE ASSETS vuvovveurreerreiesnrecsne s eer e s seen s 232.3 156.7

Total deferred tax HabllIties ...oeveirrerererreresrrerssrrrsrsnresererssesssensanens $582.3 $437.7

Net current deferred tax assets as of December 31, 2007 and 2006 were $146.0 million and
$141.3 million, respectively, and were included in prepaid expenses and other current assets. At December 31,
2007, we had net international long-term deferred tax assets of $40.5 million and net U.S. long-term deferred
tax liabilities of $174.8 million. At December 31, 2006, we had net international long-term deferred tax assets
of $49.4 million and net U.S. long-term deferred tax liabilities of $78.0 million. We have reclassified our
December 31, 2006 long-term deferred tax assets and long-term deferred tax liabilities in a manner consistent
with our 2007 presentation to present amounts that are offset in particular tax jurisdictions in accordance with
paragraph 42 of SFAS 109.

We have concluded that it is more likely than not that we will be able to realize our net deferred tax assets
in future periods because results of future operations are expected to generate sufficient taxable income. The
valuation allowance of $74.4 million and $72.2 million at December 31, 2007 and 2006, respectively, relates to
tax loss and credit carryforwards in the U.S. and international jurisdictions. None of the components of the
$2.2 million net increase in our 2007 valuation allowance had a material impact on our effective tax rate. Our
tax loss and credit carryforwards are available to us for periods generally in a range of 5 to 20 years which is in
excess of the forecasted utilization of such carryforwards.

We have not provided U.S. deferred income taxes on cumulative earnings of non-U.S. subsidiaries and
affiliates that have been reinvested indefinitely. Determination of the amount of this deferred tax liability is not
practicable because of the complexities associated with its hypothetical calculations.

The American Jobs Creation Act of 2004 (the “Jobs Act™}, enacted on October 22, 2004, created a temporary
incentive for U.S. multinational corporations to repatriate accumulated income eamed outside the United States by
providing an 85% dividends received deduction on certain foreign eamings repatriated prior to December 31,
2005. The deduction results in a 5.25% federal tax rate on the identified extraordinary dividend (as defined in the
Jobs Act). As required by the Jobs Act, our CEQ and Board of Directors approved a domestic reinvestment plan to
repatriate $47.9 million in foreign eamings in 2005, and we repatriated this amount. We recorded tax expense in
2005 of $2.7 million related to this $47.9 million extraordinary dividend under the Jobs Act. The additional tax
expense consists of federal taxes of $2.5 million, and state taxes, net of federal benefits, of $0.2 million.

In June 2006, the FASB issued FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes
— an interpretation of FASB Statement No. 109 (“FIN 48"), that clarifies the accounting and recognition for
income tax positions taken or expected to be taken in our tax returns. We adopted FIN 48 on January 1, 2007,
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and recorded the cumulative effect of a change in accounting principle by recording a decrease in the liability
for uncertain tax positions of $1.3 million, th'at was accounted for as a credit to opening retained earnings. At
January 1, 2007, the total liability for uncertam tax positions recorded in our balance sheet in Deferred
Compensation and Other Liabilities was $62 5 million.

A year-over-year reconciliation of our liability for uncertain tax positions is as follows (dollars in
millions):

Balance January 1, 2007 ..o e s e snsaenaes $62.5
Additions:

Current year tax POSIIONS . cc.veleeeereernrereerrrensrrecrmsersresssrssrssesssasnssossassesassseninss 10.3

PriOT YEAr tAX POSIIONS c.vuveaeeereradecrereeasresanrssenssesersessersesassesssrssenerasnssossusssssssesensons 3.4
Reduction of prior year taX POSIHONS.........ccourveerrrescrmecrracemeessreesnracrersessressassessnsnes —
SEUIBIMENLS ....cvviiieiiriteseee e riresberesrrsssresss s bses e ss s es st b e s bnbes babas bas b basbab s bms et b ebnnn (8.3)
Lapse of statue of limitations.........l ........................................................................ (1.3)
Foreign currency exchange rates....bo... .o veenreerranes 0o
Balance at December 31, 2007 oot tee et eeee e eeemme e e naaen $67.2

Approximately $49.9 million of the corllso]idated worldwide liability for uncertain tax positions recorded
in our balance sheet would affect our effective tax rate upon resolution of the uncertain tax positions.

9. Employee Retirement Plans

Defined Contribution Plans

Our domestic and international subsidiaries primarily provide retirement benefits for their employees
through defined contribution plans. CompanyI contributions to the plans, which are determined by the boards of
directors of the subsidiaries, vary by subsidiary and have generally been in amounts up to the maximum
percentage of total eligible compensation of participating employees that is deductible for income tax purposes.
Expenses related to the Company’s contributions to these plans were $99.8 million in 2007, $87.3 million in
2006 and $85.6 million in 2005.

Defined Benefit Plans — Overview

Certain of our subsidiaries sponsor noncontributory defined benefit pension plans, including two pension
plans related to our U.S. businesses and 30 plans related to our non-U.S. businesses. These plans provide
benefits to employees based on formulas recogmzmg length of service and eamings. The U.S. pension plans,
which cover approximately 1,600 pamc:pants, have been closed to new participants. The non-U.S. pension
plans, which cover approximately 5,400 partllclpants are not covered by ERISA. We account for our defined
benefit pension plans in accordance with SFAS No. 87, Employers’ Accounting for Pensions (“SFAS 877).

In December 2006, we adopted a Senior Executive Restrictive Covenant and Retention Plan (the
“Retention Plan™) for certain executive officers of Omnicom selected to participate by the Compensation
Committee (“the Committee™) of the Board olf Directors. The Retention Plan was adopted to secure non-
competition, non-solicitation, nen-disparagement and ongoing consulting services from such executive officers,
and to strengthen the retention aspect of cxccutlvc officer compensation. The Retention Plan provides for annual
payments to its participants upon termination following at least seven years of service with Omnicom or its
subsidiaries. A participant’s annual benefit is payable for the 15 consecutive calendar years following
termination, and is equal to the lesser of (i) the participant’s final average pay times an applicable percentage,
which is based upon the executive's years of service as an executive officer, not to exceed 35% or (i1) $1.25
million. The Retention Plan is accounted for in accordance with SFAS 87.
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Postemployment Arrangements — Overview

We have executive retirement agreements under which benefits will be paid to participants or to their
beneficiaries over periods up to 10 years beginning after cessation of full-time employment. We have applied
SFAS No. 112, Employers’ Accounting for Postemployment Benefits, an amendment of FASB Statements No. 5
and 43 (“SFAS 112™) and the recognition and measurement provisions of SFAS 87 to these agreements.

In addition, certain of our subsidiaries have individual deferred compensation arrangements with certain
executives that provide for payments over varying terms upon retirement, cessation of employment or death.
The cost related to these arrangements is accrued during the employee’s service peried.

Adoption of SFAS Ne. 158

In September 2006, the FASB issued SFAS No. 158, Employers’ Accounting for Defined Benefit Pension
and Other Postretirement Plans, an amendment of FASB Statements No. 87, 88, 106, and 132(R) (“SFAS 1587).
SFAS 158, which became effective December 31, 2006, requires plan sponsors to recognize on their balance
sheet the funded status of their defined benefit and postemployment plans. The funded status is measured by
comparing the projected benefit obligation (the “benefit obligation™) of each individual plan to the fair value of
assets of each individual plan at the year-end balance sheet date. Additionally, actuarial gains and losses and
prior service costs that, in accordance with SFAS No. 87, were not previously recognized on the balance sheet,
were recognized upon adoption with the offset recorded in accumulated other comprehensive income, net of tax
effects. Accordingly, SFAS 158 did not and will not change the amounts recognized in our consolidated
statement of income as net periodic benefit cost.

On December 31, 2006, we adopted SFAS 158 and recognized the funded status of our defined benefit
plans and postemployment arrangements in our December 31, 2006 consolidated balance sheet, with a
corresponding adjustment to accumulated other comprehensive income of $51.4 million, $31.0 million net of
tax. The adoption of SFAS 158 did not have any effect on our consolidated results of operations for the year
ended December 31, 2006.

As presented below, the adjustment of $51.4 million, $31.0 million net of tax, represents the net
unrecognized actuarial gains and losses, and unrecognized prior service cost that were, in accordance with
. SFAS 87, previously netted against the plan’s funded status in our balance sheet, Also, in accordance with SFAS
87, these amounts will continue to be recognized as part of our net periodic benefit cost. Such amounts are
amortized over the expected average future service of active employees. Actuarial gains and losses that arise in
subsequent periods will be recognized as a component of other comprehensive income prior to being amortized -
as part of our net periodic benefit cost.

The incremental effect of adopting SFAS 158 in our consolidated balance sheets at December 31, 2006 ¢
was (dollars in milliens):

Before After Adoption
Adoption of SFAS 158 of SFAS 158,
SFAS 158 Adjustment As Reported
Assets:
OTher BSSBIS ..vvivvrrrvrerersrmrereeeerrerreeecen e seanis sresresnaas § 2674 $ (73 $ 2601
Deferred tax benefits.......coevveeiciimiccnncecceenncieer e 29.0 204 494
TOtal ASSELS ..oooeivvriiirrrrrererererermeeeeresmrrsmeesssnseeeerrnarans 17,791.6 13.1 17,8047
Liabilities:
Deferred compensation and other liabilities.......... 261.7 44.1 305.8
Shareholders’ equity:
Accumulated other comprehensive income........... 208.9 (3L.0) 267.9
Total shareholders’ equUIty ......coovvvvrivcrvncrcrvaverninn 3,902.3 (31.0) 3.871.3
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Included in accumulated other comprehensive income at December 31, 2006, are unrecognized actuarial
gains and losses and unrecognized prior service cost of $51.4 million, $31.0 million net of tax, that has not yet
been recognized in the net periodic benefit cost.

Defined Benefit Plans

The components of net periodic benefit cost for the three years ended December 31, 2007 are as follows
(dollars in millions);

2007 2006 2005
SEIVICE COSLuviaremirinieriieeeceervsrersas s srrameneemencneseneanas 3 64 $ 638 $ 55
Interest COSt....unirieieeeeeeeeeeenean, e 6.5 48 49
Expected return on plan assets ...... ‘ ........................... (5.3) (4.8) (5.6)
Amortization of prior service R AT 24 0.1 —
Amortization of actuarial {gains) 10SSES evvveveresrreerren 1.2 1.4 24
OHRET < abeae et rr e vrne e rennans = 01 =
TOtAl COBL ettt cr e b b crvaarsnsnneeses $11.2 $ 84 $72

Included in accumulated other comprehensive income at December 31, 2007 and 2006 were unrecognized
actuarial gains and losses, and unrecognized prior service cost of $37.0 million, $22.1 million net of tax and
$44.6 million, $26.9 million net of tax, respectively, that has not yet been recognized in the net periodic benefit
cost related to our defined benefit plans.

The unrecognized actuarial gains and losses and unrecognized prior service cost included in accumulated
other comprehensive income, and expected toI be recognized in net periodic benefit cost during the fiscal year
ended December 31, 2008, is $3.3 million.

The weighted average assumptions used to determine the net periodic benefit cost for our U.S. and non-
U.S. defined benefit plans for the three years 'ended December 31, 2007 were:

2007 2006 2005
Discount rate ............oovvereveeeemmnee b 5.17% 4.67% 4.44%
Compensation increases............... vrvesssssesinniniennnee 3.17% 3.17% 3.18%
Expected return on assets ... 6.01% 6.50% 6.67%

These assumptions represent the weighted average for the U.S. and non-U.S. defined benefit plans and are
based on the economic environment of each Applicable country. In determining the expected long-term rate of
return on plan assets, we consider the current/and expected asset allocations, as well as historical and expected
returns on various categories of plan assets,

We amortize experience gains and losses and the effects of changes in actuarial assumptions over a period
no longer than the expected average future service of active employees.

QOur funding policy is to contribute amolunts sufficient to meet minimum funding requirements as set forth
in the applicable employee benefit and tax laws that the plans are subject to, plus such additional amounts as we
may determine to be appropriate. In 2007 and 2006, we contributed $11.6 million and $9.5 million, respectively,

to our defined benefit plans. We do not expeclt our 2008 contributions to differ materially from 2007.

The weighted average asset allocations at December 31, 2007 and 2006 were:

2007 2006
Target Actnal Actual
Allocation Allocation Allocation
U.S. equity SEcurities ......oocovveeoeeeeesdeceiciiiiecceenas 36% 38% 38%
Non-U.S. equity securities.............leocvrvecenens 23 24 22
Debt SeCUrities ..o s 27 24 25
OtherW .................... 14 14 15
g O S 100% 100% 100%
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Qur investment policies and strategies for our defined benefit plans are to maximize returns subject to risk
management policies.

The estimated future benefit payments expected to be paid are as follows (dollars in millions):

2008 2009 2010 2011 2012 2013-2017
$5.8 $5.8 $6.2 $6.4 $6.1 $42.8

At December 31, 2007 and 2006, the benefit obligations, fair value of assets and the funded status of our
defined benefit plans were (dollars in millions):

2007 2006
Benefit Obligation
Benefit obligation at January | .........cveeeiceeencnrereienernneninne $135.6 $106.7
SEIVICE COSE oovreereecertee ettt et 6.4 6.8
INIETEST COSL .ovririniisnirisir i rensar s et ns e rsen s e s e 6.5 4.8
Plan amendments .........ccceeeveeimeinennnienn i e (3.4) —
Actuarial (Zains) I0SSES ..ot (3.2) 4.3)
Benefits Paid.......ccoocevcenieeerienenisreciee e sese e sae e seanes (11.7) (11.3)
Plan adOpton ......oicireiieercieresie e e rese s ese e e e raesanes — 29.7
Foreign currency exchange rates .........ocoovvn e rescrsincsnnierenserenns 5. 3.2
Benefit obligation at December 31 ..........oorvr oo $135.8 $135.6
Fair Value of Assets
Fair value of assets at January 1 .......cooeiienicnennennicnninenne $ 795 3726
Actual return on plan asSets ........cccorverriereisieeeieeseene s 19 7.1
Employer contributions ..o oo e 11.6 9.5
Benefits paid.......c..oceceviicneniiniiee e e (11.7) (11.3)
Foretgn currency exchange rates ..o 2.8 1.6
Fair value of assets at December 31 ..o $ 84.1 $ 795
Funded Status
Unfunded status at December 31 ......ccoccoveriveecieeecneverevsienens $5L7) $(56.1)

The accumulated benefit obligations for our defined benefit plans at December 31, 2007 and 2006 were
$119.2 million and $118.3 million, respectively.

At December 31, 2007 and 2006, the amounts related to our defined benefit plans recognized in our
consolidated balance sheets were (dollars in millions):

2007 2006
OThET ASSELS .1vveieriieerereeeesieseseteesie st et esetsbebesaeassesassassarsenssarssnsiens $ 103 $ 65
Other current Habilities ... (0.5) (0.6)
Deferred compensation and other Liabilities ...........cccovvivnceenee (61.5) (62.0)
NEt HADILY ....cvvveevverreenernrreriescersnssssees e snssssrarsessssrnssnsssenssssarnense $(51.7) $(56.1)

At December 31, 2007 and 2006, our defined benefit plans with benefit obligations in excess of plan
assets were (dollars in millions):

2007 2006
| Benefit Obligation ..........corurereereresrnecsnareiessereiseissssesnesnesessnnsrnenres $101.7 $ 984
| Plan 885618 ..ocomviveririnriimeie e e e 39.7 3538
Net Hability ..ot $ 62.0 $ 626

We use a December 31 measurement date to determine the plan assets and benefit obligation for a
majority of our defined benefit plans.
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The weighted average assumptions used to determine the benefit obligation for our U.S. and non-U.S.
defined benefit plans at December 31, 2007 and 2006 were:

2007 2006
DISCOUNE FALE ..ot s s s ssnes 5.14% 4.77%
Compensation INCTEASES .......veewrerderreererereeserereesnrereemssessreeseneseenss 3.64% 3.19%

Postemployment Arrangements

The components of net periodic benefit cost, calculated by applying SFAS 112 and the recognition and
measurement provisions of SFAS 87, for the three years ended December 31, 2007 are as follows (dollars in

millions):

2007 2006 2005
SEIVICE COSL..ccrorrreirirrereeerrereieresseebassserasesssrsesnassens 520 824 $ 22
Interest Costa.innriinriienns R, 42 4.0 3.6
Expected return on plan assets ......hoveevvsercerercrerens N/A N/A N/A
Amortization of prior service cost..l. .......................... 04 - 04 0.3
Amortization of actuarial {(gains) losses..........cccceeee. 0.1 0.8 0.4
(01 OO Lereeressssessessnr = (0.1) (05
TOtal COStcrrercrrrrsrsososirsn I $ 67 75 6.0

Included in accumulated other comprehenswe income at December 31, 2007 and 2006 were unrecognized
actuarial gains and losses, and unrecognized pnor service cost of $16.0 million, $9.6 million net of tax and $6.8
million, $4.1 million net of tax, respectively, that has not yet been recognized in the net periodic benefit cost
related to our postemployment arrangements.

The unrecognized actuarial gains and losses and unrecognized prior service cost included in accumulated
other comprehensive income, and expected to be recognized in net periodic benefit cost during the fiscal year
ended December 31, 2008, is $0.9 million.

The weighted average assumptions useq to determine the net periodic benefit cost for our postemployment
arrangements for the three years ended December 31, 2007 were:

2007 2006 2005
DiScount rate ... 5.15% 5.50% 5.75%
Compensation iNCTEASES. . ... vveeeccebarr e reeenenaes 3.50% 3.50% 3.50%
Expected return on assefs ............... e tsveeeeeeenens N/A N/A N/A

We amortize experience gains and losseF and effects of changes in actuarial assumptions over a period no
longer than the expected average future service of active employees.

The estimated future benefit payments e‘xpected to be paid are as follows (dollars in millions):

2008 2009 2010 2011 2012 2013-2017
$9.6 $10.2 $8.6 $8.2 $8.3 $31.7

Our postemployment arrangements are unfunded and benelfits are paid when due. The benefit obligation is
recognized as a liability in our consolidated balance sheets. At December 31, 2007 and 2006, the benefit
obligation for postemployment arrangements was (dollars in millions):

2007 2006
Benefit Obligation
Benefit obligation at January 1.. $76.6 $69.6
SETVICE COSE -rverrrrrrrrroerrereorrrree D 2.0 2.4
Interest CoSt o \ .............................................. 4.2 4.0
Plan amendment{ 14 —
Actuarial (gains) losses ‘ 3.3 7.9
Benefits paid.......ccoooveciiinicnians 1 ............................................... _(8.7) _(7.3)
Benefit obligation at December 31 ....oooinicnneenneneenereneneneenen $83.8 $76.6
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At December 31, 2007 and 2006, the liability for postemployment arrangements was classified as follows
(dollars in millions):

2007 2006

$956 $ 86
Deferred compensation and other liabilities.............c.coooeeeeee 742 68.0
$83.8

$76.6

The weighted average assumptions used to determine the benefit obligation for our postemployment
arrangements at December 31, 2007 and 2006 were:

2007 2006
DiSCOUNT TALE ..evireuiiiniii ettt et e e 5.75% 5.75%
Compensation INCIEASES .....ccuiieuemieriseeticeee e eeecremeremenemsseeanas 3.50% 3.50%

10. Commitments and Contingent Liabilities
Leases:

We lease substantially all our office facilities and certain of our equipment under operating and capital
leases that expire at various dates. Certain operating leases provide us with the option to renew for additional
periods. Where operating leases contain escalation clauses, rent abatements, and/or concessions, such as rent
holidays and landlerd or tenant incentives or allowances, we apply them in the determination of straight-line
rent expense over the lease term. Leasehold improvements made at inception or during the lease term are
amortized over the shorter of the asset life or the lease term, which may include renewal periods where the
renewal is reasonably assured, as defined in SFAS No. 13, Accounting for Leases, as amended by SFAS No. 98,
and is included in the determination of straight-linc rent expense. Certain operating leases require the payment
of real estate taxes or other occupancy costs, which may be subject to escalation. Rent expense for the years
ended December 31, 2007, 2006 and 2005 was:

(Dollars in millions)

2007 2006 2005
L83 7TuT =) 1| SO $407.1 $374.2 $376.1
Third party Sublease .......ccveeriivesiisnesrenrererererenas (22.9) (22.3) (23.5)
Total office rent.........cccooeeeeeirrireecervreen 384.7 3519 352.6
Equipment Ient ......covieiem e cecenenreeeeeane 110.3 113.8 120.1
TOLAl TENL.coevce et smenesreseeeas $495.0 $465.7 $472.7

Future minimum office and equipment base rents under terms of non-cancelable operating and capital
leases, reduced by rents to be received from existing non-cancelable subleases, are as follows:

Operating Leases
(Dollars in millions)
Gross Sublease Net
Rent Rent Rent
2008 ... e ass e $ 4566 $16.4 $ 4402
2009 ..o et nr e 391.3 12.8 378.5
. 1 U 3211 9.3 311.8
2000 oo s 260.1 6.3 2538
2002 e e 218.2 39 2143
Thereafter.. . .ooveeeeeeirer e ss e e e 769.9 6.4 763.5
TOtAL ..o e bea $2,417.2 $55.1 $2,362.1
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Capital Leases
(Dollars in millions)
Lease Payment
2008 ..ttt e de e e e as e e e s e ee e e s e rat s e R e At s assraTeR e esraer resnnian $2.5
101 U OSSR S 2.3
2010 oo seere e eersssesseesessessseseseseessesesseoeesssreeesssee e sse s ene 18
73018 OO AT 0.4
DOLZ 1oover e ereeseeseseesses e semerese e eseeee e eeeee oo esesmes et s resrsses et 03
’I'hereafter..........................................‘ ....................................................................... 04
Total minimum lease payments........‘ ....................................................................... $7.7

After deducting $0.5 million, which represents the interest component of the minimum lease payments,
from our capital lease payments of $7.7 mil]io‘n, the present obligation of the minimum lease payments at
December 31, 2007 was $7.2 million. At December 31, 2007, the current and long-term portions of our capital
lease obligation were $2.1 million and $5.1 million, respectively.

Contingently Redeemable Minority Interests:

Owners of interests in certain of our subsidiaries have the right in certain circumstances to require us to
purchase additional ownership interests at fair| values as defined in the applicable agreements. The intent of the
parties is to approximate fair value at the time of redemption by using a multiple of eamnings, which is
consistent with generally accepted valuation practices by market participants in our industry.

The redemption features are embedded in the shares owned by the minority shareholders and are not
freestanding. As a result, SFAS No. 150, Accéuntmg for Certain Financial Instruments with Characteristics of
Both Liabilities and Equity, does not apply. Addltlonally, the embedded redemption features do not fall within
the scope of EITF Issue No. 004, Majority Owners Accounting for a Transaction in the Shares of a
Consolidated Subsidiary and a Derivative ]ndexed to the Minority Interest in That Subsidiary, because they do
not represent a de facto financing. Consistent with Accounting Research Bulletin No. 51, Consolidated Financial
Statements, minority interests have been recorded on the balance sheet at historical cost plus an allocation of
subsidiary earnings based on ownership interésts, less dividends paid to the minority shareholders.

Historically, we have provided a description and an estimate of the redemption features. Although EITF
Topic No. D-98, Classification and Measurement of Redeemable Securities (“EITF D-98”), does not specifically
address contingently redeemable minority interests, we considered applying it by analogy to our redeemable
minority interests. Had we applied EITF D-98, we would have reported our minority interests at the higher of
their carrying value or their redemption fair value by recording the accretion to fair value through a direct
adjustment to shareholders equity with no impact on earnings. Further, had we applied EITF D-98 upon
redemption, any prior adjustments to accrete l;ninority interests to their redemption value, had we recorded them,
would have been reversed as a direct adjustment to shareholders equity with no impact on earnings.

Assuming that the subsidiaries perform over the relevant future periods at the profit levels at which they
performed in the previous twelve months, the aggregate amount we could be required to pay in future periods is
approximately $262 million, $169 million of which relates to obligations that are currently exercisable. The
ultimate amount payable relating to these transactions will vary because it is primarily dependent on the future
results of operations of the subject busmesses‘ changes in the applicable foreign currency exchange rates and if
exercised, the timing of the exercise of these pghts The actual amount that we pay is likely to be different from
this estimate and the difference could be significant. If these rights are exercised, there would likely be an
increase in our net income subsequent to the exercise as a result of our increased ownership and the reduction of
minority interest expense. The obligations that exist for these agreements as of December 31, 2007, calculated

using the assumptions above, are as follows:
(Dollars in millions)

Currently Not Currently
Exercisable Exercisable Total
Subsidiary agencies ..........ccveerureens 5169 593 $262
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As described in Note 13, in December 2007, the FASB issued SFAS 160 that will change the current
accounting and financial reporting for non-controlling (minority) interests. SFAS 160 will be effective for fiscal
years beginning after December 15, 2008. We will adopt SFAS 160 on January 1, 2009. SFAS 160 will require
that non-controlling (minority) interests be reported in the consolidated statement of financial position within
equity. It also will require that any increases, or decreases in ownership inferests in a subsidiary that do not
result in a loss of control be accounted for as equity transactions and as a result any difference between the
amount by which the non-controlling (minority) interest is adjusted and the fair value of the consideration paid
or received, if any, would be recognized directly in equity attributable to the controlling interest. We are not yet
in a position to assess the full impact and related disclosure of adopting SFAS 160 on our minority interest
liabilities and our contingently redeemable minority interests.

Legal Proceedings:

Beginning on June 13, 2002, several putative class actions were filed against us and certain senior executives
in the United States District Court for the Southern District of New York. The actions have since been consolidated
under the caption It re Omnicom Group Inc. Securities Litigation, No. 02-CV-4483 (RCC), on behalf of a proposed
class of purchasers of our common stock between February 20, 2001 and June 11, 2002. The consolidated
complaint alleges, among other things, that our public filings and other public statements during that period
contained false and misleading statements or omitted to state material information relating to (1) our calculation of
the organic growth component of period-to-pertod revenue growth, (2) our valuation of and accounting for certain
internet investments made by our Communicade Group (“Communicade™), which we contributed to Seneca
Investments LLC (“Seneca”) in 20011, and (3) the existence and amount of certain contingent future obligations in
respect of acquisitions. The complaint seeks an vnspecified amount of compensatory damages plus costs and
attorneys’ fees. Defendants moved to dismiss the complaint and on March 28, 2003, the court dismissed portions (1)
and (3) of the complaint detailed above. The court’s decision denying the defendants’ motion to dismiss the
remainder of the complaint did not address the ultimate merits of the case, but only the sufficiency of the pleading.
Defendants have answered the complaint. Discovery concluded in the second quarter of 2007. On April 30, 2007,
the court granted plaintiff’s motion for class certification, certifying the class proposed by plaintiffs. In the third
quarter of 2007 defendants filed a motion for summary judgment on plaintiff’s remaining claim. On January 28,
2008, the court granted defendants’ motion in its entirety, dismissing all claims and directing the court to close the
case. On February 4, 2008, the plaintiffs filed a notice of intent to appeal that decision to the United States Court of
Appeals for the Second Circuit.

In addition, on June 28, 2002, a derivative action was filed on behalf of Omnicom in New York state
court. On February 18, 2005, a second shareholder derivative action, again purportedly brought on behalf of the
Company, was filed in New York state court. The derivative actions have been consolidated before one New
York State Justice and the plaintiffs have filed an amended consolidated complaint. The consolidated derivative
complaint questions the business judgment of certain current and former directors of Omnicom, by challenging,
among other things, the valuation of and accounting for the internct investments made by Communicade and the
contribution of those investments to Seneca. The consolidated complaint alleges that the defendants breached
their fiduciary duties of good faith. The lawsuit seeks from the directors the amount of profits received from
selling Omnicom stock and other unspecified damages to be paid to the Company, as well as costs and
attorneys’ fees. The defendants moved to dismiss the derivative complaint on the procedural ground that
plaintiffs had failed to make a demand on the board. On June 27, 2006, the trial court entered a decision
denying the motion to dismiss. The decision did not address the merits of the allegations, but rather accepted the
allegations as true for the purposes of the motion (as the Court was required to do) and excused plaintiffs from
making a demand on the board. In the first quarter of 2007, defendants appealed the trial court’s decision. On
September 25, 2007, the New York Supreme Court, Appellate Division, First Department issued a decision
reversing the trial court and dismissing the derivative claims. Plaintiffs served defendants with a motion seeking
reargument of the appeal or, in the altemative, for permission to appeal the decision to the Court of Appeals,
New York’s highest court. On January 31, 2008, the court denied the plaintiff’s motion,

The defendants in both cases believe that the allegations against them are baseless and intend to vigorously
oppose the lawsuits. Currently, we are unable to determine the outcome of these cases and the effect on our financial
position or results of operations. The outcome of any of these matters is inherently uncertain and may be affected by
future events. Accordingly, there can be no assurance as to the ultimate effect of these matters.
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We are also involved from time to time in various legal proceedings in the ordinary course of business. We
do not presently expect that these proceedings will have a material adverse effect on our consolidated financial
position or results of operations.

11. Fair Value of Financial Instruments

The following table presents the carrying amounts and fair values of our financial instruments at
December 31, 2007 and 2006 (dollars in millions). Amounts in parentheses represent liabilities.

2007 2006
Carrying Fair Carrying Fair
Amount Value Amount Value
Cash and cash equivalents.............ccervuereevenerns 31,7932 51,7932 $ 1,7395 $ 1,739.5
Short-term INVESIMENES. ...coovveniiiiinnicsieesseerenersbernes 47.8 47.8 189.3 189.3
Other investments.. e JUTRURPINN SO 41.2 41.2 47.2 472
Long-term debt and convemble notes S T (3,057.3) (3,147.3) (3,055.8) (3,138.2)
Financial commitments:
Cross-currency interest rate SWaps.....ceoibonen (74.9) (74.9) (29.3) (29.3)
Forward foreign exchange contracts............l...... 2.4 24 0.2) 0.2)
GUATANTEES ..ottt besssss e aesber e — (0.9} — (1.4

Letters of credit......eeiveceece e b — — — —_

The following methods and assumptions were used to estimate the fair value of each class of financial
instruments for which it is practicable to estimate that value.

Short-term investments:

Short-term investments consist primarily of time deposits with financial institutions and other investments
made with our excess cash which we expect to convert into cash in our current operating cycle, generally within
one year. Investments are carried at quoted market prices which approximates cost.

Other investments:
Other investments are carried at cost, which approximates fair value. See Note 6 for additional
information about these investments.

Long-term debt and convertible notes:

A portion of our long-term debt inciude‘s floating rate debt, the carrying value of which approximates fair
value. OQur long-term debt includes convertiblF notes and fixed rate debt. The fair value of these instruments was
determined by reference to quoted market prices.

Financial commitments:

The estimated fair values of derivative positions in cross-currency interest rate swaps and forward foreign
exchange contracts are based upon quotanons received from third party banks and represent the net amount
required to terminate the positions, taking mto consideration market rates and counterparty credit risk. The fair
values of guarantees and letters of credit are based upon the contractual amount of the underlying instruments.
The guarantees, which relate to equipment lea‘cses, were issued by us for affiliated companies. Letters of credit,
when issued, represent guarantecs issued by us on behatf of our operating companies for activities in the normal -

course of business,

12. Financial Instruments and Market Risk

SFAS No. 133 establishes accounting apd reporting standards requiring that derivative instruments which
meet the SFAS 133 definition of a derivative (including certain derivative instruments embedded in other
contracts) be recorded in the balance sheet as|either an asset or liability measured at its fair value.
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Our derivative activities are confined to risk management activities related to our intemational operations.
We enter into short-term forward foreign exchange contracts which mitigate the foreign exchange risk of our
intercompany cash movements between subsidiaries operating in different currency markets from that of our
treasury centers from which they borrow or invest. In the limited number of instances where operating expenses
and revenues are not denominated in the same currency, amounts are prompily settled in the foreign currency
market with forward contracts. Changes in market value of the forward contracts are included in the income
statement and are offset by the corresponding change in value of the underlying asset or liability being hedged.
The terms of these contracts are generally 90 days or less. At December 31, 2007 and 2006, the aggregate
amount of intercompany receivables and payables subject to this hedge program was $246.9 million and $47.9
million, respectively. The table below summarizes by major currency the notional principal amounts of the
Company’s forward foreign exchange contracts outstanding at December 31, 2007 and 2006. The “buy”
amounts represent the U.S. Dollar equivalent of commitments to purchase the respective currency, and the “sell”
amounts represent the U.S. Dollar equivalent of commitments to sell the respective currency, See Note 11 for a
discussion of the value of these instruments.

(Dollars in millions)
Notional Principal Amount

2007 2006
Company Company Company Company

Buys Sells Buys Sells

U.S. Dollar ..., $ 49 $ 937 — $7.0
British Pound ..o, 88 438 .8 7.5
EBULO ot 20.7 17.1 11.3 37
Japanese Yen ..o 859 0.8 2.1 0.7
OUheT ... s 39 6.3 _ 1.8 5.0
TOtAL. e $124.2 $122.7 $24.0 $23.9

We manage the foreign exchange fluctuations that may be caused by our intercompany cash movements,
by entering into short-term forward foreign exchange contracts which mitigate the foreign exchange risk of the
U.S. Dollar commercial paper issued by our London treasury center, whose functional currency is the British
Pound. At December 31, 2007, we had no forward contracts outstanding relating to this activity as there was no
commercial paper outstanding.

At December 31, 2007, we had Japanese Yen 22.0 billion aggregate notional principal amount of cross-
currency interest rate swaps that mature in 2013 and we had €230.0 million (Euro) aggregate notional principal
amount cross-currency interest rate swaps that mature in 2010. These swaps effectively hedge our net
investment in certain Yen-denominated and Euro-denominated subsidiaries.

We have established a centralized reporting system to evaluate the effects of changes in interest rates,
currency exchange rates and other relevant market risks. We periodically determine the potential loss from
market risk by performing a value-at-risk computation. Value-at-risk analysis is a statistical model that utilizes
historic currency exchange and interest rate data to measure the potential impact on future earnings of our
existing portfolio of derivative financial instruments. The value-at-risk analysis we performed on our December
31, 2007 portfolio of derivative financial instruments indicated that the risk of loss was immaterial.
Counterparty risk arises from the inability of a counterparty to meet its obligations. To mitigate counterparty
risk, we entered into derivative contracts with major well-known banks and financial instifutions that have credit
ratings at least equal to our credit rating.

The foreign currency and swap contracts existing during the years ended December 31, 2007 and 2006
were entered into for the purpose of seeking to mitigate the risk of certain specific adverse currency risks. As a
result of these financial instruments, we reduced financial risk in exchange for foregoing any gain {reward) that
might have occurred if the markets moved favorably. In using these contracts, management exchanged the risks
of the financial markets for counterparty risk.
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13. New Accounting Pronouncements

The following pronouncements were either issued by the FASB or adopted by us in 2005, 2006 and 2007,
and impacted our ftnancial statements as discussed below:

» SFAS No. 123 (Revised 2004) — Share Based Payment (“SFAS 123R™),

+ SFAS No. 141 (Revised 2007), Business Combinations (“SFAS 141R™),

« SFAS No. 154, Accounting Changes|and Error Corrections — a replacement of APB Opinion No. 20
and FASB Statement No. 3 (“SFAS 154™),

+ SFAS No. 157, Fair Valuec Mecasurements (“SFAS 1577),

« SFAS No. 158, Employers’ Accounting for Defined Benefit Pension and Other Postretirement Plans, an
amendment of FASB Statements No 87, 88, 106, and 132(R) (“SFAS 158), and

« SFAS No. 159,‘The Fair Value Option for Financial Assets and Financial Liabilities (“SFAS 159”),

« SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements, an amendment of ARB
No. 51 (“SFAS 160™),

On January 1, 2006, we adopted SFAS No. 123 (Revised 2004), Share-Based Payment (“SFAS 123R”)
that requires, among other things, that we record stock-based compensation expense net of an estimate for
awards that are expected to be forfeited. For all unvested awards outstanding at January 1, 2006, we recorded an
adjustment to reflect the cumulative effect of this change in accounting principle, The adjustment in the first
quarter of 2006 resulted in an increase in our loperating profit and net income of $3.6 million and $2.0 million,
respectively. Because this adjustment did not have a material effect on our results of operations and financial

condition, we did not present this adjustment lon an after-tax basis as a cumulative effect of accounting change
in our income statement.

In December 2007, the FASB issued SFAS 141R that will change the current accounting and financial
reperting for business combinations. SFAS 141R will be effective for fiscal years beginning after December 15,
2008. Early adoption is prohibited and SFAS ‘141R will apply to business combinations entered into after
January 1, 2009. We will adopt SFAS 141R on January 1, 2009. However, we are not yet in a position to assess
the full impact and related disclosure. SFAS }|41R will require, among other things that: the acquirer record
100% of the assets acquired and liabilities assumed even when less than 100% of the target is acquired; all
transaction costs and expenses will be expens:ed as incurred; and, a liability for contingent purchase price
obligations {earn-outs), if any, be recorded at the acquisition date and will be remeasured at fair value and

) . L L. .
included in earnings in each subsequent reporting period.

SFAS 154 provides guidance on the accounting for and reporting of accounting changes and error
corrections. SFAS 154 is effective for accoun:ting changes and error corrections made in fiscal years beginning
after December 15, 2005. The adoption of SFAS 154 did not have a material impact on our consolidated results
of operations or financial condition.

In September 2006, the FASB released SFAS No. 157 Fair Value Measurements (“SFAS 1577). SFAS 157
defines fair value, establishes a framework for measuring fair value in GAAP, and expands disclosure about fair
value measurement. On December 14, 2007, the FASB issued a proposed FASB Staff Position (“FSP”) SFAS
157-b that would delay the implementation until January 1, 2009 of SFAS 157 for non-financial assets and
liabilities except for those recognized at fair \:ralue in the financial statements on a recurring basis. The comment
period for the FSP expired on January 16, 2008 and the FASB has begun its re-deliberation process. At the

present time, it is not possible to determine the effect, if any, on our consolidated financial statements.

SFAS 158 was adopted as of December; 31, 2006 and is discussed in Note 9 to our consolidated financial
statements.
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OMNICOM GROUP INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

In February 2007, the FASB released SFAS 159. SFAS 159 permits entities to choose to measure most
financial instruments and certain other items at fair value that are currently required to be measured at historical
cost. Adoption of SFAS 159 is optional. We currently do not expect to apply SFAS 159 to any existing financial
instruments.

In December 2007, the FASB issued SFAS 160 that will change the current accounting and financial
reporting for non-controlling (minority} interests. SFAS 160 will be effective for fiscal years beginning afier
December 15, 2008. Early adoption is prohibited and SFAS 160 will be applied prospectively. However, certain
disclosure requirements of SFAS 160 require retrospective treatment. We will adopt SFAS 160 on January 1,
2009. However, we are not yet in a position to assess the full impact and related disclosure.

In July 2006, the FASB released FIN 48 which is discussed in Note 8 to our consolidated financial
statements.

The FASB issued a proposed FSP APB 14-a — Accounting for Convertible Debt in August 2007. This
proposed FSP would require issuers of convertible debt instruments that may be settled in cash on conversion to
separately account for the liability and equity components of the convertible debt. The comment period ended
on October 15, 2007 and the FASB is expected to begin its re-deliberation on the proposed FSP in the first
quarter of 2008, The final FSP is expected to be issued in 2008 and would be effective on January 1, 2009 and
applied retrospectively. The accounting for our convertible notes would be affected by the proposed FSP.
However, at the present time, it is not possible to predict the effect on our consolidated financial statements.

The FASB issued several FASB Staff Positions (“FSP”) during 2005, 2006 and 2007 covering several
topics that impact our financial statements. These topics include:

+ other-than-temporary impairment of certain investments (“FSP FAS 115-1" and “FSP FAS 124-17),
« the classification of freestanding instruments (“FSP FAS 123(R}-17),

« the clarification and definition of grant date (“FSP FAS 123(R)-2"),

« the transition election related to the tax effects of share-based awards (“FSP FAS 123(R)-3"),

+ the clarification of FSP FAS 123(R)-1 (“FSP FAS 123(R)-5"),

+ the clarification of current requirements for fair value measurement (“FSP FAS 141-b”, “FSP FAS 142-e”
and “FSP FAS 144-b”),

+ guidance in determining the variability to be considered in applying FASB 46R (“FSP FIN 46(R)-67),

= guidance in applying the initial adoption of FIN 48 (“FSP FIN 48-17),

« accounting for freestanding financial instruments issued as employee compensation (“FSP EITF 00-19-17),-
« accounting for registration payment arrangements (“FSP EITF 00-19-27),

» accounting for other-than-temporary impairment on certain investments (“FSP EITF Issue 03-1-17),

« determining if instruments granted in share-based payment transactions are participating securities (“FSP
EITF 03-6-2"), and

» accounting for other comprehensive income of an investee upon loss of significant influence (“FSP
APB 18-17).

The application of these FSPs did not have a material impact on our consolidated result of operations or
financial condition.
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OMNICOM GROUP INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

The Emerging Issues Task Force (“EITF”) of the FASB released guidance in 2005, 2006 and 2007
covering several topics that impact our financial statements. These topics include:

revenue arrangements with multiple|deliverables (“EITF 00-217),
application of equity method accounting to investments other than common stock (“EITF (12-147),
vendor rebates (“EITF 02-16™),

customer relationship intangible assets acquired (“EITF 02-177),

other-than-temporary impairment related to certain investments (“EITF (03-1"),

participating securities and the two-class method (“EITF 03-6™),

reporting impairment or disposal of long-lived assets (“EITF 03-13"),

accounting for investments in limited liability companies (“EITF 03-16"),

accounting for pre-existing relationships with a business combination (“EITF 04-17"),

the effect of contingently convertible debt on diluted eamnings per share (“EITF (4-8),

aggregation of operating segments ({EITF 04-10),

accounting for ceriain derivative instruments {‘EITF 05-27),

determining amortization periods for leasehold improvement (“EITF 05-6"),

accounting for medifications to conversion options embedded in debt instruments (“EITF 05-77),
income tax consequences of issuing convertible debt with beneficial conversion features (“EITF 05-37},

accounting for sabbatical leave and similar benefits (“EITF 06-2"),

accounting for taxes collected from customers and remitted (“EITF 06-3),
accounting for a modification {or exchange) of convertible debt instruments (“EITF 06-06"), and

accounting for income tax benefits on dividends on share-based payment awards (“EITF 06-11").

The application of these guidance topics did not have a material impact on our consolidated results of

operations or financial condition.
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OMNICOM GROUP INC. AND SUBSIDIARIES
Quarterly Results of Operations (Unaudited)

The following table sets forth a summary of the Company’s unaudited quarterly results of operations for

the years ended December 31, 2007 and 2006, in millions of dollars, except for per share amounts.

Revenue

Net Income

Net Income Per Share — Basic

Net Income Per Share — Diluted

Quarter

First Second Third Fourth
$2,840.6 $3,126.1 $3,101.4 $3,626.0
2,562.9 2,823.4 2,774.3 3,216.2
3155 461.6 350.2 5319
2844 4174 3074 474.2
196.7 290.6 218.8 342.1
178.4 260.2 187.8 298.7
183.0 276.7 202.2 3139
165.7 2441 177.1 277.2
0.55 0.85 0.62 0.97
0.47 072 0.52 0.82
0.55 0.84 0.62 0.96
047 0.71 0.52 0.81
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Schedule 1
OMNICOM GROUP INC. AND SUBSIDIARIES
SCHEDULE II -— VALUATION AND QUALIFYING ACCOUNTS

For the Three Years Ended December 31, 2007
(Dollars in millions)

Colump A Column B Column C Column D Column D Column E
Translation
Balance at Charged Removal of Adjustments Balance
Beginning to Costs Uncollectible (Increase) at End of
Description of Period and Expenses Receivables (1) Decrease Period

Valuation accounts deducted from
assets to which they apply —
Allowance for doubtful accounts:

December 31, 2007 ... $50.5 $21.2 $19.5 $(2.5) $54.7
December 31, 2006 ... 53.9 10.7 16.6 (2.5) 50.5
December 31, 2005 ... 67.8 10.0 19.7 4.2 53.9

(1) Net of acquisition date balances in allowance for doubtful accounts of companies acquired of $0.4 million, $0.1
million and $0.7 million in 2007, 2006 and 2003, respectively.




Computation of Ratio of Earnings to Fixed Charges

(Doliars in millions, except ratios)
For the Years Ended December 31,

Earnings as defined:
Income before income taxes, as reported
Add: Dividends from affiliates ............
Interest expense™ ........ocveeereenns
Interest factor (re: rentals)® ........

Total CAIMINES .-..corurerririnrsserissessiiresissnens

Fixed charges as defined:
Interest eXPense™ .....ovvincninninenine
Interest factor (re: rentals)™ .......cccocevvieenaes |

Total fixed Charges ......ooeviiivccnnnnnecninnsy|

Ratio of earnings to fixed charges ...............

EXHIBIT 12.1

2007 2006 2005 2004 2003
$1,585.1 $1,391.9  $1,280.6  $1.1788  $1,049.1
284 14.3 16.2 13.9 15.9
106.9 124.9 78.0 51.1 57.9
165.0 155.2 157.6 161.0 162.6
$1,8854  $1,686.3  $1,5324  $1,4048 $1,285.5
$ 1069 $ 1249 $ 780 $ S5Ll $ 579
165.0 155.2 157.6 161.0 162.6
$ 27119  § 2801 $ 2356 § 2121 $ 2205
6.93x 6.02x 6.50x 6.62x 5.83x

(a) Interest expense includes interest on third-party indebtedness.
(b) The interest factor related to rentals reflects the appropriate portion (one-third) of rental expense representative

of an interest factor.
[




EXHIBIT 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors
Omnicom Group Inc.:

We consent to the incorporation by reference in the registration statements (Registration Statement Nos.
333-84498, 333-33972, 333-37634, 33341717, 333-70091, 333-74591, 333-74727, 333-74879, 333-84349,
33390931, 333-108063, 333-115892, 333-146821) on Form S-8, (Registration Statement No. 333-47426) on
Form S-4, and (Registration Statement Nos. 333-22589, 333-35670, 333-43883, 333-44481, 333-44483,
333-47047, 333-52828, 333-104391, 333-112840, 333-112841, 333-132625, 333-136434-02) on Form S-3 of
Omnicom Group Inc. and subsidiaries of our reports dated February 22, 2008, with respect to the consolidated
balance sheets of Omnicom Group Inc. and subsidiaries as of December 31, 2007 and 2006, and the related
consolidated statements of income, sharehelders’ equity, and cash flows for each of the years in the three-year
period ended December 31, 2007, and the related financial statement schedule on page S-1, and the cffectiveness
of internal control over financial reporting as of December 31, 2007, which reports appear in the December 31,
2007 annual report on Form 10-K of Omnicom Group Inc. and subsidiaries.

As discussed in Note 9 to the consolidated financial statements, Omnicom Group Inc. and subsidiaries
adopted SFAS No. 158, “Employers’ Accounting for Defined Benefit Penston and Other Postretirement Plans, an
amendment of FASB Statements No. 87, 88, 106, and 132(R)” on December 31, 2006.

/s/ KPMG LLP

New York, New York
February 22, 2008




EXHIBIT 31.1

CERTIFICATION
I, John D. Wren, certify that:

1. I have reviewed this Annual Report on Form 10-K for the period ended December 31, 2007 of
Omnicom Group Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to 1
state a material fact necessary to make the staiements made, in light of the circumstances under which
such statements were made, not mi;sleading with respect to the period covered by this report;

3. Based on my knowledge, the finanéial statements, and other financial information included in this
report, fairly present in all material|respects the financial condition, results of operations and cash
flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying offlcer and I are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(¢) and 15d-15(e}) and
internal control over financial reportmg (as defined in Exchange Act Rules 13a-15(f} and 15d-15(f))
for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, 1o ensure that material information relating to
the registrant, including its $onsolldated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this annual report is being prepared;

b) Designed such internal control over financial reporting, or caused such intemnal control over
financial reporting to be des:igned under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

¢) Evaluated the effectiveness Pf the registrant’s disclosure controls and procedures and presented
in this report our conclusionls about the effectiveness of the disclosure controls and procedures,
as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any :change in the registrant’s internal control over financial reporting
that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal
quarter in the case of our an:nua] report) that has materially affected, ot is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying oﬂ'}cer and I have disclosed, based on our most recent evaluation of
internal control over financial repor‘ﬁng, to the registrant’s auditors and the audit committee of the
registrant’s board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal
control over financial repomng which are reasonably likely to adversely affect the registrant’s

ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not matenal that involves management or other employees who have a
significant role in the reglstrant s internal control over financial reporting.

Date: February 22, 2008 l /s{ John D. Wren

John D. Wren
Chief Executive Officer and President




EXHIBIT 31.2

CERTIFICATION

I, Randall J. Weisenburger, certify that:

1.

5.

1 have reviewed this Annual Report on Form 10-K for the period ended December 31, 2007 of
Omnicom Group Inc;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financtal information included in this
report, fairly present in all material respects the financial condition, results of cperations and cash
flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer and I are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(¢e) and 15d-15(e)) and
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to
the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this annual report is being prepared,

b) Designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

¢) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented
in this report our conclusions about the effectiveness of the disclosure controls and procedures,
as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting
that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal
quarter in the case of our annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s intemal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal
control over financial reporting which are reasonably likely to adversely affect the registrant’s
ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Date: February 22, 2008 fs/ Randall J. Weisenburger

Randall J. Weisenburger
Executive Yice President and
Chief Financial Officer
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EXHIBIT 31.2

CERTIFICATION

I, Randall J. Weisenburger, certify that:

1.

I have reviewed this Annual Report on Form 10-K for the peried ended December 31, 2007 of
Omnicom Group Inc.;

Based on my knowledge, this report does not contain any untrue statement of a materaal fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and cash
flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer and I are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 153-15(f))
for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to
the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this annual report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under cur supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented
in this report our conclusions about the effectiveness of the disclosure controls and procedures,
as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting
that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal
quarter in the case of our annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and 1 have disclosed, based on our most recent evaluation of

internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s board of directors {or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal
control over financial reporting which are reasonably likely to adversely affect the registrant’s
ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Date: February 22, 2008 /s{ Randall J. Weisenburger

Randall J. Weisenburger
Executive Vice President and
Chief Financial Officer
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| EXHIBIT 32.1
[
CERTIFICATION OF
ANNUAL REPORT ON FORM 10-K

Pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002,in
connection with the filing of Omnicom Group Inc.’s Annual Report on Form 10-K for the year ended December
31, 2007, as filed with the Securities and Exchange Commission on the date hereof (the “Report™), each of the
undersigned officers of Omnicom Group Inc. certifies that, to such officer’s knowledge:

« the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange
Act of 1934; and

» the information contained in the Report fairly presents, in all material aspects, the financial condition
and results of operations of Omnicom|Gr0up Inc. as of the dates and for the periods expressed in the
Report. |

Executed as of February 22, 2008.

/sf Joun D, WREN

Name: JohnD. Wren
Title: Chief Executive Officer and President

/s/ RANDALL J. WEISENBURGER

Name: Randal! J. Weisenburger
Title: Executive Vice President and
Chief Financial Officer
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OMNICOM GROUP INC.
437 Madison Avenue
New York, New York 10022

NOTICE OF 2008 ANNUAL MEETING OF SHAREHOLDERS

Meeting Date: ........................... Friday, May 16, 2008
Time: ... 11:00 a.m. Central Daylight Time
Place: . ... ... .. e The Ritz-Carlten, New Orleans

921 Canal Street
New Orleans, Louisiana 70112

Subject: ... ... . ... Election of directors

Ratification of the appointment of KPMG LLP
as our independent auditors for the 2008 fiscal
year

RecordDate: ... ......................... March 27, 2008

Shareholders will also transact any other business that is properly presented at the meeting. At this time,
we know of no other matters that will be presented.

The Board recommends that shareholders vote FOR the election of the directors and the ratification of the
appointment of KPMG LLP for the 2008 fiscal year.

In accordance with new rules approved by the U.S, Securities and Exchange Commission (*SEC”), we
sent a Notice of Internet Availability of Proxy Materials on or about Apri! 4, 2008, and provided access to our
proxy materials on the Internet, beginning on April 4, 2008, for the holders of record and beneficial owners of
our common stock as of the close of business on the record date.

Please sign and return your proxy card, or vote by telephone or Internet (instructions are on your proxy
card), so that your shares will be represented whether or not you plan to attend the 2008 Annual Meeting.

MICHAEL J. O'BRIEN
Secretary

New York, New York
April 4, 2008
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OMNICOM GROUP INC.
437 Madison Avenue
New York, New York 10022

PROXY STATEMENT

” o

The Board of Directors of Omnicom Group Inc., a New York corporation (“Omnicom,” “we,” “us” or
*our”}, is using this Proxy Statement to solicit proxies for our 2008 Annual Meeting of Shareholders on Friday,
May 16, 2008 at 11:00 a.m. Central Daylight Time, at The Ritz-Carlton, New Orleans, 921 Canal Street, New
Orleans, Louisiana 70112 and at any adjournments or postponements of the Annual Meeting. Pursuant to new
rules promulgated by the SEC, we have elected to provide access to our proxy materials, including a proxy card,
on the Internet. This Proxy Statement and our 2007 Annual Report to Shareholders are available, beginning
April 4, 2008, on our website at http.//fwww.omnicomgroup.com. Additionally, and in accordance with the new
SEC rules, you may access our Proxy Statement at hitp://bnymellop.mobular.net/bnymellon/ome, which does

not have “cookies” that identify visitors to the site.

Holders of our common stock, par value $0.15 per share, as of the close of business on March 27, 2008,
will be entitled to vote their shares at the 2008 Annual Meeting. On that date, there were 320,273,106 shares of
our common stock outstanding, each of which is entitled to one vote for each matter to be voted on at the
Annual Meeting.

You can vote your shares:
* by returning the proxy card,
+ through the Internet at the website shown on the proxy card;
* by telephone using the toll-free number shown on the proxy card; or
* in person at the 2008 Annual Meeting.

Votes submitied through the Internet or by telephone must be received by 11:59 p.m. Eastern Daylight
Time on Thursday, May 15, 2008. For shares held in our employee retirement savings plan and/or our employee
stock purchase plan, however, votes submitted through the Internet or by telephone must be received by 11:59
p-m. Eastern Daylight Time on Tuesday, May 13, 2008. Internet and telephone voting are available 24 hours a
day and, if you use one of these methods, you do not need to return a proxy card. If you attend the meeting and
vote in person, your vote will supersede any earlier voting instructions.

You may be asked to present valid photo identification, such as a driver’s license or passport, before being
admitted to the 2008 Annual Meeting. Cameras, recording devices and other electronic devices will not be
permitted at the 2008 Annual Meeting.

If you hold shares in “street name” (that is, through a bank, broker or other nominee) and would like to
attend the 2008 Annual Meeting, you will need to bring an account statement or other acceptable evidence of
ownership of our common stock on March 27, 2008, the record date for voting. Alternatively, in order to vote,
you may obtain a proxy from your bank, broker or other nominee and bring the proxy to the 2008 Annual
Meeting.

Additional information about the meeting is included below in this Proxy Statement in the section entitled
“Information About Voting and the Meeting.”

CORPORATE GOVERNANCE

Board Composition; Stock Ownership Guidelines

Our Board currently consists of 11 directors; nine independent or outside directors, our Chairman of the
Board (Bruce Crawford) and our President and Chief Executive Officer (John Wren). Each director stands for
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election annually. Biographical information and information about the committees on which our directors serve
is included below in the section entitled “Items To Be Voted On: Item | — Election of Directors.”

Our outside directors are Robert Ch:arlcs Clark, Leonard S. Coleman, Jr., Errol M. Cook, Susan S.
Denison, Michael A. Henning, John R. Murphy, John R. Purcell, Linda Johnson Rice and Gary L. Roubos. Our
Board has determined that all of our outside directors are “independent” within the meaning of the rules of the
New York Stock Exchange, Inc. (*NYSE”), as well as under our Corporate Governance Guidelines. In
determining that each of our outside directors is independent, the Board took into consideration the answers to
annual questionnaires completed by each of the directors, which covered any transactions with director-affiliated
entities. The Board also considered that Omnicom and its subsidiaries occasionally and in the ordinary course of
business, sell products and services to, and/or purchase products and services from, entities (including charitable
foundations) with which certain directors are affiliated. The Board determined that these transactions were not
material to the entity or Omnicom and thdt none of our directors had a material interest in the transactions with
these entities. The Board therefore detem{ined that none of these relationships impaired the independence of any
outside director.

As a matter of policy, the independe?t non-management directors regularly meet in executive session,
without management present. They met six times in 2007, Mr. Purcell, the Chairman of our Governance

Committee, presided at these executive sessions.

The Board encourages stock ownership by directors and senior managers. Directors may elect to receive
some or all of their cash director compensation in common stock. Information about stock ownership by our
directors and executive officers is included below in the section entitled “Stock Ownership” and information
about stock ownership guidelines for our directors is included below in the section entitled “Directors”
Compensation for Fiscal 2007

|

Our Board met seven times during 2007. The Board generally conducts specific oversight tasks through
committees so that the Board as a whole can focus on strategic matters and those particular tasks that by law or
custom require the attention of the full Board. Our Board has established five standing committees, functioning
in the following areas: ‘.

Board Operations

+ audit and financial reporting

* management/compensation |

* corporate governance

+ finance and acquisitions/divestitures
e qualified legal compliance ‘.

Each of the committees operates under a written charter reccommended by the Governance Committee and
approved by the Board. The Board operates pursuant to our Corporate Governance Guidelines. Each Board
committee is authorized to retain its own outside advisors. Our Corporate Governance Guidelines and

committee charters are posted on our websnc at http://www.omnicomgroup.com.

Audit Committee: The Audit Committee’s purpose is to assist the Board in carrying out its financial
reporting oversight responsibilities. In this regard, the Audit Committee assists the Board in its oversight of (a)
the integrity of our financial statements, (b) compliance with legal and regulatory requirements, (c) the
qualifications and independence of our independent auditors, and (d) the performance of our internal audit
function and independent auditors. Furthermore, the Audit Committee prepares the report included below in the
section entitled “Audit Related Matters: Audit Committee Report.” The Audit Committee also has the power to
retain or dismiss our independent auditors and to approve their compensation.

The members of our Audit Committeé are Messrs. Murphy (Committee Chair), Clark, Cook and Henning.
The Board has determined that each member of our Audit Committee is “independent” within the meaning of
the rules of both the NYSE and Rule [0A- 3 of the Securities Exchange Act of 1934, as amended. The Boa.rd
has also determined that each member of our Audit Committee is an “audit committee financial expert,”




“financially literate’” and has “accounting or related financial management expertise,” as such qualifications are
defined by SEC regulations and the rules of the NYSE respectively. In addition to being a member of
Omnicom’s Audit Committee, Mr. Henning serves on the audit committees of three other public companies. The
Board has determined that Mr. Henning’s additional board service does not negatively impact his service to the
Omnicom Audit Committee. It is the Board’s opinion that Mr. Henning’s breadth and depth of financial
experience and knowledge greatly enhance the abilities and competencies of the Omnicom Audit Committee,
and that, as a retiree, Mr. Henning has ample time and capacity to serve such other public company audit
committees without impairing his ability to serve Omnicom. In the Board’s opinion, such service actually
enhances his ability to serve Omnicom.

The Audit Committee met 12 times last year.

Compensation Committee: The Compensation Committee’s purpose is (a) to assist the Board in carrying
out its oversight responsibilities relating to compensation matters, (b) to prepare a report on executive
compensation for inclusion in our annual Proxy Statement and (¢) to administer and approve awards under our
equity and other compensation plans. The report of the Compensation Commiittee is included below in the
section entitled “Executive Compensation: Compensation Committee Report.”

None of our Compensation Committee members is a current or former employee or officer of Omnicom or
its subsidiaries. None of the Compensation Committee members has ever had any relationship requiring
disclosure by Omnicom under ltem 404 of the SEC’s Regulation S-K. None of our executive officers serves as a
member of the board of directors or compensation committee of any other company that has an executive officer
serving as a member of Omnicom’s Board of Directors or Compensation Committee.

The members of our Compensation Committee are Messrs. Roubos {(Committee Chair), Coleman and
Henning and Mses. Denison and Rice. The Board has determined that each member of our Compensation
Committee is “independent” within the meaning of the rules of the NYSE and a “non-employee director” within
the meaning of the regulations of the SEC.

The Compensation Committee met 10 times last year.

Governance Committee: The Governance Committee’s purpose is to assist the Board in carrying out its
oversight responsibilities relating to (a) the composition of the Board and (b) certain corporate governance
matters. As part of its responsibilities, the Committee considers and makes recommendations to the full Board
with respect to the following matters:

» nominees and underlying criteria for election to the Board and its committees;
 the functions of the Board committees;
* standards and procedures for review of the Board’s performance;

* our corporate governance policies generally, including with respect to director qualification
standards, responsibilities, access to management and independent advisors, compensation,
orientation and education, and performance evaluation;

* management succession;
* the Code of Conduct applicable to our directors, officers and employees; and
* the Governance Committee’s performance of its own responsibilities.

The members of our Governance Committee are Messrs. Purcell (Committee Chair), Clark, Coleman and
Cook, and Mses. Denison and Rice. The Board has determined that each member of our Governance Committee
is “independent” within the meaning of the rules of the NYSE.

The Governance Committee met six times last year.

Nominations for directors at our 2009 Annual Meeting may be made only by the Board or a Board
committee, or by a shareholder entitled to vote who delivers notice along with the addiiional information and
materials required by our by-laws to our corporate secretary not later than 60 days prior to the date set for the
annual meeting. Our by-laws provide that in order for a nomination to be considered, the notice must include the




information as to such nominee and submitting shareholder that would be required to be included in a proxy
staternent under the proxy rules of the SEC if such shareholder were to solicit proxies from all shareholders of
Omnicom for the election of such nominee as a director and if such solicitation were one to which Rules 14a-3
to 14a-12 under the Securities Exchange Act of 1934, as amended, applied. We also may require any proposed
nominee to furnish such other information as may be reasonably required to determine whether the proposed
nominee is eligible to serve as an independent director or that could be material to a reasonable shareholder’s
understanding of the nominee’s independence or lack thereof. You can obtain a copy of the full text of the by-
law provision noted above by writing to our corporate secretary at our address listed on the cover of this Proxy
Statement, or on our website at http://www.omnicomgroup.com. Our by-laws have also been filed with the SEC.

The Governance Committee will consider all candidates recommended by our shareholders in accordance
with the procedures included in our by- laws and this Proxy Statement. We did not receive any nominee
recommendations from shareholders this year. Any future director candidate recommendations made by
shareholders that are properly submitted will be considered by the Governance Committee in the same manner
as those submitted by the Board or the Governance Committee itself.

Qur Board seeks to ensure that it is composed of individuals with substantial experience and judgment
from diverse backgrounds. Our Governance Committee considers the following qualifications and skills of
director nominees:

+ their independence; ‘

1

e their background and experience in relation to other members of the Board; and
* their readiness to commit theitime required to discharge their duties.

The Governance Committee reviews the composition of the Board at least annually and recommends to the
full Board nominees for election. The Governance Committee identifies the skills and experience needed to
replace any departing director and may perform research, either itself or by engaging third parties to do so on its
behalf, to identify and evaluate director qandidates.

Finance Committee: The Finance Committee’s purpose is to assist the Board in carrying out its oversight
responsibilities relating to financial matters affecting Omnicom, including in respect of acquisitions, divestitures
and financings. [

The members of our Finance Commlttee are Messrs. Crawford (Committee Chair), Murphy, Purcell and
Roubos.

The Finance Committee met eight times last year.

Qualified Legal Compliance Committee: Our Qualified Legal Compliance Committee (“QLCC”) is
comprised of the current members of our Audit Committee. As contemplated by SEC rules on corporate
governance, the purpose of the QLCC is to receive, investigate and recommend responses to reports made by
attorneys employed or retained by Omnicom or one of its subsidiaries of evidence of any material violation of
U.S. federal or state securities law, material breach of fiduciary duty arising under U.S. federal or state law or a
similar material violation of any U.S. federal or state law. The QLCC only meets when necessary and did not
meet in 2007.

Director Attendance [

Attendance at Board and committee; meetings during 2007 averaged 97% for the directors as a group. Each
of our directors attended at least 87% of the meetings of the Board and the committees of the Board on which
he or she served during 2007. We encourzlige our directors to attend our annual meetings, and in 2007, all of our
directors attended the Annual Meeting.

Ethical Business Conduct .

We have a Code of Conduct designeﬁ to assure that our business is carried out in an honest and ethical
way. The Code of Conduct applies to all of our, and our majority-owned subsidiaries, directors, officers and
employees and requires that they avoid conflicts of interest, comply with all laws and other legal requirements




and otherwise act with integrity. In addition, we have adopted a Code of Ethics for Senior Financial Officers
regarding ethical action and integrity relating to financial matters applicable to our senior financial officers. Our
Code of Conduct and Code of Ethics for Senior Financial Officers are available on our website at

Jiwww, com, and are also available in print to any shareholder that requests them. We will
disclose any future amendments to, or waivers from, certain provisions of these ethical policies and standards
for senior financial officers, executive officers and directors on our website within the time period required by
the SEC and the NYSE.

We also have procedures to receive, retain and treat complaints received regarding accounting, internal
accounting controls or auditing matters and to allow for the confidential and anonymous submission by
employees of concerns regarding questionable accounting or auditing matters, as well as possible violations of
our Code of Conduct or Code of Ethics for Senior Financial Officers. The procedures are posted on our website
and the websites of our various global networks.

Shareholder Communications with Board Members

Interested parties, including shareholders, may communicate (if they wish on a confidential, anonymous
basis} with the outside directors, the Chairs of our Audit, Compensation, Finance and Governance Committees
or any individual director (including the presiding director of the executive sessions of our independent non-
management directors) on board-related issues by writing to such director, the Committee Chair or to the
outside directors as a group c/o Corporate Secretary at Omnicom Group Inc., 437 Madison Avenue, New York,
New York 10022. The envelope should clearly indicate the person or persons to whom the Corporate Secretary
should forward the communication. Communications will be distributed to the Board, or to any individual
director or directors as appropriate, depending on the facts and circumstances outlined in the communications.

EXECUTIVE COMPENSATION

Compensation Discussion and Analysis

Omnicom’s E ive C ion P 1 Philosopl
Overall Compensation Objectives

The Compensation Committee is responsible for establishing, implementing and monitoring Omnicom’s
executive compensation policies and program. Each year, the Compensation Committee recommends to the
Board of Directors, and the full Board of Directors provides input on and ratifies, the President and Chief
Executive Officer’s compensation, including bonus. Also on a yearly basis, the Compensation Committee
reviews and approves the compensation of the Chief Financial Officer and the other executive officers of
Omnicom.

The objectives of the Compensation Committee in establishing our executive compensation policies and
program are the following:

* Attract, motivate and retain talented executives who are a critical component of our long-term
success; and

» Ensure that executives’ compensation is aligned with both the short and long-term interests of
shareholders.

The overarching goal of cur compensation program is to attract, motivate and retain those uniquely
talented and highly qualified executive officers necessary for our continued success. We achieve this goal by
compensating each executive competitively and in proportion to both our success and the success of such
executive’s individual business unit (referred to as a “network” in this discussion). In addition, as described
below, the Compensation Committee may consider the individual performance of an executive officer in
determining the amount and composition of his compensation. Individual performance is measured by
considering the executive’s contribution to the success of his network, including such factors as financial
performance, advancement of strategic initiatives, recruitment and retention of key talent, retention of key
clients and business, development of new client and business relationships, the quality of work product and
honors and awards earned. Due to the diversity and breadth of our many companies, we do not utilize a standard
compensation formula that can be applied to all of our executives.




The Compensation Committee believes compensation should be structured to ensure that a significant
portion is contingent upon the performance of Omnicom and, in the case of each of Messrs. Brymer, Harrison
and Robertson (collectively referred to in this analysis as the “network named executive officers”), by the
success of the network with which he is associated. Accordingly, Omnicom provides a base salary to the
individuals included in the Summary Compensation Table on page 12, collectively referred to as the “named
executive officers”, but the incentive-based component of their compensation has the potential to be
significantly larger. Omnicom sets goals designed to link each named executive officer’s compensation both to
Omnicom’s performance and, for network named executive officers, network performance. There is no
guaranteed minimum performance-based award. The Compensation Committee has the freedom to deviate from
paying the amounts associated with the lattainment of such goals and may also award equity-based
compensation and/or bonuses by taking;into account individeal performance factors as well as profitability of
Omnicom and for network named executive officers, network profitability.

Determination of Compensation Awards and Competitive Considerations

The Compensation Committee has the primary authority to determine or approve the compensation awards
for Omnicom’s named executive officers, subject to the full Board of Directors’ input, and ratification in the case
of the President and Chief Executive Officer’s compensation. Periodically, the Compensation Committee directly
retains a third-party compensation consultant, In 2006, the Compensation Committee directed Frederic W. Cook &
Co., Inc. to compile information to ensur:e that Omnicom’s compensation levels and elements were generally
consistent with market standards. Frederic W. Cook & Co., Inc. reported directly and exclusively to the
Compensation Committee. Frederic W, Cook & Co., Inc. provided no other services besides executive
compensation services to Omnicom. In 2006, Omnicom reviewed compensation levels gathered from a peer group
to ensure that its compensation levels and elements were generally consistent with market standards. Such data did
not have a material impact on the Committee’s determination of the levels and elements of our executives’
compensation in 2007, The peer group the Compensation Committee reviewed in 2006 consisted of companies of
comparable size and operational complexity. The group was comprised of Accenture, Affiliated Computer
Services, Automatic Data Processing, CG1 Group, Clear Channel Communications, Computer Sciences, Electronic
Data Systems, First Data, Fiserv, Interpublic Group of Companies, News Corp, Unisys and WPP Group.

In addition to data relating to the péer group, in 2006 Omnicom reviewed aggregated data compiled from
several hundred service-industry companies, as reported in general third-party surveys. The surveys reported
statistics on the total compensation, position and responsibilities of executives. While Omnicom reviewed
compensation levels and elements derived from this supplemental industry data, the Committee did not see the
identity of any of the surveyed companies and such aggregated data did not have a material impact in 2007 on
the Committee’s determination of the lev‘pls and elements of our executives’ compensation. Omnicom intends to
continue using general compensation surveys to analyze its executive compensation policies and practices and
to help confirm that they are not inconsistent with market standards. The Committee does not believe that any
named executive officer’s compensation package should fall within a particular range relative to our peer group
or the surveyed service-industry companies.

To further aid the Compensation Committee in making its compensation determinations, the Chief
Executive Officer annually reviews the performance of each named executive officer. The Chief Executive
Officer reviews the aspects of performance described in this Compensation Discussion and Analysis and
presents his conclusions and recommenda‘tions, including with respect to salary adjustments and bonus amounts,
to the Compensation Committee, which also annually reviews the performance of the named executive officers.
The Compensation Committee considers the Chief Executive Officer’s recommendations, but ultimately
exercises its own discretion. With respect.to 2007 compensation, the Compensation Committee did not deviate

materially from our Chief Executive Officer's recommendations.

Executive C ion Practices

Omnicom’s practices with respect to the three key compensation components of base salary, annual
performance-based awards and long-term stock-based compensation, as well as other elements of compensation,
are described below and are followed by a discussion of the specific factors considered in determining various
components of fiscal year 2007 compensation for the named executive officers.

|




Base Salary

Purpose and Considerations. The objective of base salary is to reward individual performance by providing
a portion of compensation to the named executive officer that is not “at risk” like incentive bonuses or restricted
stock. The Compensation Committee endeavors to offer base salaries that are competitive with similarly
positioned executives at companies of comparable size and profitability and that reflect the executive officer’s
level of responsibility and value to Omnicom. The base salaries for the named executive officers are determined
by the Compensation Committee and, in the case of the President and Chief Executive Officer, ratified by the
full Board of Directors.

Adjustments in base salary for named executive officers are discretionary and are generally considered no
more frequently than every 24 months. Omnicom determines base salary increases based upon market
conditions and, when appropriate, the performance of the named executive officers as assessed by the
Compensation Committee and the Chief Executive Officer. No formulaic base salary increases are provided to
the named executive officers.

Fiscal Year 2007 Decisions. Based on our Chief Executive Officer and the Compensation Committee’s
general knowledge of base salaries paid to similarly positioned executives at companies of comparable size and
profitability and overall market conditions, the Compensation Committee decided not to increase the base
salaries of the named executive officers in 2007, other than for Mr. Brymer who was promoted to Chief
Executive Officer of DDB Worldwide and became an executive officer during 2006.

Annual Performance-Based Compensation Awards

Purpose. A key component of our compensation program is an annual performance-based bonus awarded
pursuant to Omnicom’s Senior Management Incentive Plan (the “Incentive Bonus Plan™). Under the Incentive
Bonus Plan, eligible executive officers may, subject to Compensation Committee oversight and discretion
(subject to Board input and ratification in the case of the President and Chief Executive Officer}, receive annual
bonuses linked to specific performance criteria and targets. It is Omnicom’s philosophy that its named executive
officers should be rewarded for the achievement of performance targets designed to measure Omnicom’s
performance and, with respect to network named executive officers, network performance as well.

Copsiderations. The material elements for awarding bonuses under the Incentive Bonus Plan are described
below:

(1) Participants. Prior to the beginning of the fiscal year, the Compensation Committee designates the
officers who will participate in the Incentive Bonus Plan for that fiscal year.

(2) Omnicom performance goals. Early in the fiscal year, the Compensation Committee, with the
assistance of Omnicom’s President and Chief Executive Officer, establishes performance criteria and
bonus award targets. The primary targets with respect to Omnicom performance for 2007 were based
upon the percentage increase in Adjusted EPS (calculated as Omnicom’s earnings per share, fully
diluted before special charges, extraordinary items and the effect of any changes in accounting
principles) over the prior fiscal year. As described below, the only material factor in the bonus
awarded to each of Omnicom’s President and Chief Executive Officer, and Chief Financial Officer
for 2007 was based upon the attainment of Adjusted EPS targets. Substantiaily all of the bonus
awarded to each of Messrs. Brymer, Harrison and Robertson was based upon the attainment of
network performance goals, described below, and a small portion of the bonus was based on
Adjusted EPS targets. For Messrs. Wren and Weisenburger to have received the minimum
performance based bonus with respect to performance in 2007 (assuming the Compensation
Committee did not exercise negative discretion to make a downward adjustment), the Adjusted EPS
for 2007 must have been between 95 — 100% of the Adjusted EPS for 2006. For network named
executive officers to have received the minimum portion of their bonus allocable to Omnicom
performance goals, the Adjusted EPS for 2007 must have been in excess of 100.1% of the Adjusted
EPS for 2006 (again assuming no downward adjustment by the Compensation Committee).

(3) Network performance goals. Early in the fiscal year, the Compensation Committee, with the
assistance of Omnicom’s President and Chief Executive Officer, also designates network
performance criteria and targets for the determination of the bonuses payable to network named




executive officers. The use of network performance goals allows the Compensation Committee to
consider the network’s perforthance in addition to Omnicom’s overall performance in determining the
bonuses paid to network named executive officers. Substantially all of the bonus awarded to each of
Messrs. Brymer, Harrison and Robertson was based upon the attainment of network performance goals.
The only metric material to the portion of the 2007 awards allocable to network performance was net
profit growth. Based upon past net profit growth goals and whether they were attained, the
Compensation Committee set net profit growth goals for 2007 that were, in its view, difficult to achieve.

(4) Compensation targets. The Compensation Committee establishes a range of bonus amounts for each
of the named executive officers, which are shown below in the “Grant of Plan-Based Awards in
2007 table. The compensation targets established by the Compensation Committee for Omnicom’s
named executive officers are not uniform and reflect differences in the immediate challenges facing
each respective network.

(5) Measuring performance. Upo!n the completion of the fiscal year, the Compensation Committee
assesses the performance of Omnicom and the networks for each of the established performance
objectives, comparing the actual performance results with the performance targets and related
compensaticn targets. !

Discretion. Although each named executwe officer is eligible to receive targeted awards pursuant to the
Incentive Bonus Plan if the performance cntena are met, the granting of a bonus to any named executive officer
is entirely at the discretion of the Compensatlon Committee.

(1) Negative discretion. The Compensation Committee may choose not to award a named executive
officer his earned bonus or to reduce the amount of an award despite the achievement of established
targets, in each case in light of all factors deemed relevant by the Compensation Committee.

(2) Accounting changes/extraordinary events. To the extent achieving the performance criteria described
above may be impacted by changes in accounting principles and extraordinary, unusual or
infrequently occurring events reported in Omnicom’s public filings, the Compensation Committee
exercises its judgment whether to reflect or exclude their impact.

Fiscal Year 2007 Decisions. Following the end of the 2007 fiscal year, the Compensation Committee
determined to award each named executive officer the maximum award under the Incentive Bonus Plan based on
the performance goals and qualitative considerations discussed above. The Compensation Committee awarded the
specific cash bonus amounts set forth in the Summary Compensation Table on page 12. The cash bonus amounts
can be compared to target and maximum bonus potential in the Grants of Plan-Based Awards Table on page 13.
For Messrs. Brymer, Harrison and Robertson, the difference between the amounts paid in cash as set forth in the
Summary Compensation Table on page 12 and the maximum bonus amounts reflected in the Grants of Plan-
Based Awards Table on page 13 are expected to be paid later in the fiscal year in equity awards.

The sole material factor considered by the Compensation Committee when determining the performance
bonus paid to each of Mr. Wren and Mr. Weisenburger was that the Adjusted EPS for 2007 was in excess of
112.6% of the Adjusted EPS for 2006. Thé material factor considered by the Compensation Committee when
determining the performance bonus paid t6 each of Messrs. Brymer, Harrison, and Robertson was based
primarily on network net profit growth but also in part on Adjusted EPS. Negative discretion was not used to
reduce bonuses below those awarded for achieving Adjusted EPS and network net profit growth targets. No
other performance factors were material 1o decisions made by the Compensation Committee for the named
executive officers’ cash bonuses for 2007 performance.

Long-Term Incentive Compensation

Purpose. We believe that an equity ownership stake in Omnicom is important to link a named executive
officer’s compensation to the performance of Omnicom’s stock and shareholder gains. Grants of restricted stock
and stock options that vest over a multi-year period serve to directly align the interests of the shareholders with
those of the named executive officers by awarding the creation and preservation of long-term shareholder value.
In addition, equity awards are a key component in helping Omnicom retain its executive talent.

Mix of restricted stock and stock options. Omnicom’s long-term incentive compensation program has

historically included a mix of restricted stock and stock option awards. Since 2003, however, the Compensation
Committee has not awarded stock options to Omnicom named executive officers and has awarded stock options




to a very small group of executives pursuant to obligations under employment agreements. Omnicom has
limited its stock option awards based on the determination by the Compensation Committee that the senior
management team held options sufficient to align management’s interest in increasing Omnicom’s stock price
with that of Omnicom’s shareholders. The Committee may in the future award stock options or otherwise may
adjust the mix of stock options and restricted stock to be awarded as it determines what will best motivate the
named executive officers to manage Omnicom in a manner that advances the interests of our shareholders.

Restricted Stock and Restricted Stock Units. The Compensation Committee awards restricted stock, or

restricted stock units {RSUs) with similar attributes, annually to a relatively broad group of key executives based
upon the executive’s level of responsibility and the Committee’s judgment of the executive’s current and
expected future contributions to Omnicom’s performance. In general, the Compensation Committee assesses an
executive’s performance by evaluating his or her contribution to Omnicom and the network applicable to such
executive. Restricted stock or RSU awards typically vest over a period of five years, with 20% vesting each
year. The award is subject to forfeiture if a participant’s employment is terminated for certain reasons before the
shares become vested. Upon award of restricted stock, the executive pays Omnicom the par value amount.
During the award cycle and prior to vesting, participants receive dividends or dividend equivalents and, solely
with respect to restricted stock, have the right to vote all of the awarded shares.

Compensation Forfejture/Clawback Policy. Omnicom has established a forfeiture policy relating to equity

awards. Under these forfeiture provisions, employees that violate non-competition or non-solicitation
agreements, confidentiality and certain other restrictive covenants, will forfeit any outstanding awards as of the
date such violation is discovered, whether vested or unvested, and will have to return any gains realized from
the sale or transfer of Omnicom common stock acquired through the award.

Fiscal Year 2007 Decisions. Omnicom has not yet awarded long-term incentive compensation for
performance in fiscal year 2007. As described above, each of Messrs. Brymer, Harrison and Robertson are
expected to receive a portion of his performance-based award in the form of equity.

Equity Compensation Policies. Omnicom recently adopted a policy regarding grants of equity awards. This
policy provides, among other things, that grants of equity awards to non-employee members of the Board of

Directors shall be approved by the full Board and any other grants must be approved by the Compensation
Committee. With limited exception, the grant date of any equity award will be the date of the Board or
Committee meeting at which the award is approved and the exercise price, if applicable, will be no less than the
fair market value of Omnicom’s common stock on such date. No equity awards are expected to be granted during
black-out trading periods, and no changes will be made to approved awards without appropriate approval.

Deferred Compensation

Deferred Restricted Stock Plan. Omnicom’s executive officers are eligible to defer some or all of the shares
of restricted stock to which they are entitled. The shares may be deferred until either a date selected by the
executive officer or until termination of employment. Omnicom pays participants an amount equal to the cash
dividends that would have been paid on the shares in the absence of a deferral election. Omnicom's Deferred
Restricted Stock Plan is designed to comply with Internal Revenue Code Section 409A and the rules and
regulations promulgated thereunder. As reflected in the Nonqualified Deferred Compensation table on page 15
below, Messrs. Harrison and Weisenburger deferred restricted stock under this plan in 2007.

Deferred Compensatjon Plan. Omnicom’s executive officers may also defer some or all of any cash
component of their annual incentive bonus. The amounts may be deferred until either a date selected by the
executive officer or until termination of employment. At the participant’s option, payments may be made in 10
annual installments after termination of employment or in a lump sum on the date selected by the executive
officer. Payment is accelerated in the event the participant dies or in the event of a change in control of
Omnicom. In addition, at the discretion of the Compensation Committee, payment may be accelerated if a
participant encounters a financial emergency as is required to meet the immediate financial need.

Amounts deferred in any year earn interest at an annual rate equal to the yield on 1-year Treasury bills plus
two percentage points, but such annual rate may not be less than the rate which is two percentage points below
the Prime Rate as reported in the Wall Street Journal. Interest is calculated on a pro rata basis and is adjusted in
respect of amounts, if any, paid cut during the year. Omnicom’s Deferral Compensation Plan is designed to
comply with Internal Revenue Code Section 409A and the rules and regulations promulgated thereunder. None
of the named executive officers have deferred compensation under this plan.




Retention Agreements |

Omnicom has entered into Award Agreements with Messrs. Wren, Weisenburger, Brymer and Robertson
pursuant to the Senior Executive RestﬁFtive Covenant and Retention Plan, which was adopted in December
2006 (the “Retention Plan™) and an executive salary continuation agreement with Mr. Harrison. These
arrangements are discussed in greater detail in the section below entitled “Potential Payments Upon Termination
of Employment or Change in Control.”;

l

The amounts payable under the Retention Plan were determined by the Compensation Committee based on
the value of the security provided to Omnicom through the restrictive covenants contained in the Retention Plan
and the Compensation Committee’s analysis of the future financial impact of various termination payout
scenarios on each of these recipients anfi on Omnicom. In making the decision to extend these benefits, the
Compensation Committee relied on the assurances of its independent compensation consultant that the program
is representative of market practice, both in terms of design and cost. Amounts payable to Mr. Harrison under
the executive salary continuation agreement are based on past Company practice and are in consideration for the
covenants to consult and not to competé during the service period of the agreement. These benefits are essential
to help Omnicom fulfill its objectives of attracting and retaining key executive talent.

Benefits and Perquisites i

Benefits and perquisites are determined by Omnicom with respect to Messrs, Wren and Weisenburger and
by the individual network that employs ‘Ieach network named executive officer. The Compensation Committee
believes that Omnicom and each network is in a better position to determine the mix of benefits and perquisites
that should be offered to its executives since they should reflect the business needs and realities confronting

Omnicom and each network.

Retirement Savings Plan. Each of Omnicom, BBDO Worldwide and DDB Worldwide are participating
employers in the Omnicom Group Retirement Savings Plan, which is a tax-qualified defined contribution plan.
All employees who meet the Plan’s eligibility requirements may elect to participate in the 401(k) feature of the
Plan and may also receive a company matching and/or profit sharing contribution based on the Plan’s provisions
and the discretion of Omnicom and each participating employer.

Omnicom and BBDO Worldwide make discretionary profit-sharing contributions after the end of the Plan
year. The amount contributed is a perceritage of eligible compensation, up to the limitations imposed by the
Internal Revenue Code. BBDO Worldwide and DDB Worldwide make discretionary 401(k) matching
contributions after the end of the Plan yépar.

Insurance. Omnicom, BBDO Worldwide and DDB Worldwide pay employer premiums for life insurance
for the named executive officer(s) employed by such network. Omnicom also pays for disability insurance for
Mr. Harrison. '

Other perquisites. We procure aircraft usage from an unrelated third-party vendor. In some instances, in the
interest of security, Omnicom makes available to Messrs. Wren and Weisenburger personal use of corporate
aircraft hours. Omnicom is reimbursed by Messrs. Wren and Weisenburger for this use based on the Standard
Industry Fare Level (SIFL) tables prescribed under IRS regulations promptly after the cost of the flight is
incurred. Additional perquisites and benefits are set forth in the notes to the Summary Compensation Table on
page 12.

Total Compensation

In determining the optimal compensation packages for each named executive officer, the Compensation
Committee considers both the total compensation amount that may be awarded to such named executive officer
and the contribution that each component makes to the total compensation mix, including base salary, annual
incentive bonus and long-term incentive ¢compensation. The Compensation Committee strives to construct total
compensation awards for Omnicom’s senjor-most talent that are both fair and appropriate when all elements are
taken into account.

!
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\ . 1 Tax Considerati
IRC Section 162(m)

Section 162(m) limits the tax deduction for compensation in excess of $! million paid in any one year to
its Chief Executive Officer and certain other executive officers unless the compensation is “qualified
performance-based compensation.” Under Omnicom'’s Incentive Bonus Plan, payments of bonuses will
constitute “qualified performance-based compensation” under the provisions of Section 162(m) if payable on
account of the attainment of one or more pre-established, objective performance goals included in the Incentive
Bonus Plan. The Compensation Committee reserves the right to pay Omnicom’s employees, including
participants in the Incentive Bonus Plan, other amounts which may or may not be deductible under Section
162(m) or other provisions of the Internal Revenue Code. Omnicom’s Incentive Award Plan was approved by its
shareholders pursuant to the requirements of Section 162(m) and Omnicom intends for awards earned under
these plans to qualify for tax deduction.

The Compensation Committee considers the anticipated tax treatment to Omnicom in its review and
establishment of compensation programs and awards. The Compensation Committee intends to continue to
consider the deductibility of compensation as a factor in assessing whether a particular arrangement is
appropriate given the goals of maintaining a competitive executive compensation system generally, motivating
executives to achieve corporate performance objectives and increasing shareholder value.

Accounting for Stock-Based Compensation

Omnicom accounts for stock-based compensation including its restricted stock and stock option awards in
accordance with the requirements of FASB Statement 123R.

Compensation Committee Report

The Compensation Committee, which is comprised solely of independent members of the Board of
Directors, has reviewed the “Compensation Discussion and Analysis” and discussed the analysis with
management. Based on its review and discussions with management, the Compensation Committee
recommended to the Board of Directors that the “Compensation Discussion and Analysis” be included in this
Proxy Statement and incorporated by reference in Omnicom’s 2007 Annual Report on Form 10-K.

Members of the Compensation Commiittee
Gary L. Roubos, Chairman

Leonard 8. Coleman, Jr.

Susan S. Denison

Michael A. Henning

Linda Johnson Rice




Summary Compensation Table

Non-Equity
Name and Stock Option Incentive Plan All Other
Principal Position Salary Awards Awards Compensation Compensation Total
of Executive Year $) $n ($12) $)(3) $)d $

John D. Wren 2007 $1,000,000 — $1.984,167  $7,000,000 $410652  $10,394 819
President and Chief 2006  $1,000,000 —  $5952,500  $6,000,000 $288,534  $13,241,034
Executive Officer of
Omnicom .

Randall J. Weisenburger 2007 3§ 975,000 §$280,884 51,350,000  $5.300,000 $243,388  § 8,149272
Executive Vice 2006 3§ 975,000 $398,848 §$1,866400  $4,500,000 $250,961  $ 7,991,209
President and Chief \

Financial Officer of
Omnicom

Charles Brymer 2007 % 850:000 $260,942 § 36,000  $2,700,000 $ 20975 § 3867917
President and Chief 2006 3§ 802,500 $387.706 § 43,200 32,000,000 $ 23266 3 3,256,672
Executive Officer of
DDB Worldwide ‘

Thomas L. Harrison 2007 $ 900,000 $468.841 $ 450,000  $3,000,000 $ 56,273 3 4,875,114
Chairman and Chief 2006 $ 900,000 $335441 § 540,000  $2,200,000 $110,797  § 4,086,238
Executive Officer of
Diversified Agency Services :

Andrew Robertson 2007 § 900,000 $196,724 § 450,000  $2,900,000 $126,578  $ 4,573,302
President and Chief 2006 $ 900,000 $370,758 § 540,000  $2,700.000 $120645 8 4,631,403
Executive Officer of
BBDO Worldwide ‘

\
(1) This column represents the dollar amount of expense recognized for financial statement reporting purposes

(2

&)

with respect to the 2007 fiscal year for the restricted stock granted to each of the named executive officers
in 2007 as well as prior fiscal years, in'accordance with Financial Accounting Standards Board Statement
of Financial Accounting Standard No. 123 (revised 2004}, Share-Based Payment (“FAS 123R”), assuming
no forfeitures. For restricted stock, fair value is calculated using the average of the high and low price of
Omnicom stock on the date of grant. For additional information regarding the assumptions underlying this
valuation, refer to note 7 of the Omnicom financial statements in the Form 10-K for the year ended
December 31, 2007, as filed with the SEC See the Grants of Plan-Based Awards Table for information on
awards made in 2007.

This column represents the dollar amount of expense recognized for financial statement reporting purposes with
respect to the 2007 fiscal year for the stock options granted to each of the named executive officers, in 2007 as
well as prior fiscal years, in accordance with FAS 123R, but assuming ne forfeitures. For stock options, fair
value is calculated as of the date of grant using the Black-Scholes option valuation model. For additional
information on the valuation assumptions' with respect to the 2007 grants, refer to note 7 of the Omnicom
financial statements in the Form 10-K for the year ended December 31, 2007, as filed with the SEC.

All amounts reported are amounts paid pursuant to Omnicom’s Incentive Bonus Plan for 2007 performance.
As described in the “Compensation Discussion and Analysis™ on page 5, the amounts reported for Messrs.
Brymer, Harrison and Robertson do not include the dollar value of equity awards eamned in 2007 that we
expect will be made later in 2008.

(4) All Other Compensation consists of each of the following:

+ Perquisites and other personal benefits where the total value of all perquisites and personal benefits for
a named executive officer exceeds $10,000 per year. Perquisites and other personal benefits are valued
based on the aggregate incremental ¢ost to Omnicom and its subsidiaries.

+ The total perquisites and other personal benefits include: for Mr. Wren, personal use of aircraft hours
{$340,031), an auto lease and car allowance ($49,998), and a medical allowance ($4,000); for
Mr. Weisenburger, personal use of alrcraft hours ($170,861), an auto lease and car allowance
($55,056), and a health club rnembershlp ($2,093); for Mr. Brymer, an auto lease ($19,077); for Mr.
Harrison, employer premium payments for disability insurance {$32,166); for Mr. Robertson, travel
expenses ($60,278), an auto lease ($24,535), club dues and legal services.

We procure aircraft usage from an unrelated third-party vendor. The dollar amount reported for
personal use of aircraft hours reflects the aggregate incremental cost to Omnicom, based on payments
we make which are equal to the vendor’s hourly charge for such use and landing fees.
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» Employer contributions to one or more retirement savings plans in the amount of $13,500 for
Mr. Wren, $13,500 for Mr. Weisenburger, $13,500 for Mr. Harrison and $22,500 for Mr. Robertson.

+ Employer premium payments for life insurance in the amount of $3,123 for Mr. Wren, $1,878 for
Mr. Weisenburger, $1,898 for Mr. Brymer, $10,607 for Mr. Harrison and $14,521 for Mr. Robertson.

Grants of Plan-Based Awards in 2007

The below table provides information about equity and non-equity awards granted to the named executive
officers in 2007.

All Other

. § Stock Awards: Grant
Estimated Future Payouts Under Number of Date Fair

Non-Equity Incentive Plan Awards(1)  ¢p o0 reiocr Value of Stock

Grant  Threshold Target Maximum or Units and Option

Name of Executive Date ($) ($)(2) %) B3 Awards(4)
JohnWren ................... $0 $3,500,000 $7.000,000 — —
Randall Weisenburger .......... %0 $2,650,000 $5,300,000 - —_
Charles Brymer ............... $0 $1,500,000 $3,000,000 — —
Thomas Harrison .. ............ 30 $1,600,000 33,200,000 — -

3727107 — — —_ 25,000 $1,280,875

Andrew Robertson . . ........... 50 $1,600,000 $3,200,000 — —

(1) These columns show the potential value of the payout for each named executive under the Incentive Bonus
Plan for the threshold, target and maximum goals in connection with the 2007 performance measures. The
potential payouts were performance-driven and therefore completely at risk. The business measurements
and performance goals for determining the payout are described in the section entitled “Compensation
Discussion and Analysis” on page 5. Awards paid for performance in 2007 are reflected in the Summary
Compensation Table.

(2) This column shows the midpoint of the threshold and maximum award amounts.

(3) This column shows the number of shares of restricted stock granted in 2007 for performance in 2006 to the
named executive officers under our Equity Incentive Plan. The number of shares reported is adjusted to

reflect a two-for-one stock split effected in the form of a 100% stock dividend distributed on June 23, 2007,

The actual number of shares of restricted stock awarded on March 27, 2007 was 12,500, Twenty percent of
the restricted shares will vest on each of the first five anniversaries of the grant date. During the restricted
period, each share of restricted stock entitles the individual to receive quarterly payments from Omnicom
equal to the quarterly dividends on one share of common stock.

(4) This column shows the grant date fair value of restricted stock under FAS 123R, assuming no forfeitures,
granted to Mr. Harrison. See footnote 2 of the Summary Compensation Table for a discussion of fair value
calculation related to restricted stock. For information on the valuation assumptions, refer to note 7 of the
Omnicom financial statements in the Form 10-K for the year ended December 31, 2007, as filed with the
SEC. The reported dollar value excludes par value of $0.15 per share paid to Omnicom by Mr. Harrison.
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Qutstanding Equity Awards at 2007 F isical Year-End

The following table provides information on the holdings of stock options and stock awards by the named
executive officers as of December 31, 2007. For additional information about the options awards and stock
awards, see the description of equity incentive compensation in the section entitled “Compensation Discussion
and Analysis” on page 5. '

| Option Awards
' Equity Incentive
Plan Awards:
Number of Numberlof  Number of Stock Awards
Securities Securities Securities Number of Market Value
Underlying  Underlying Underlying Shares oT of Shares
Unexercised Unexercised Unexercised Option Option Units of Stock or Units of
Options (#)  Options (#) Unearned Exercise Expiration That Have Not Stock That Have
Name of Execative Exercisable Unexercisable Options (#) Price (§) Date Vested (#)(1)  Not Vested ($)(2)
John Wren 400,000 ! $21.3438  3/05/2008
500,000 ' $32.7500 212512009
2,500,000 i $45.6094 12/06/2009
4,000,000 — - $39.7500 4/04/2011 —_ -
Randall Weisenburger 150,000 $19.8750 10/9/2008
150,000 ! $32.7500 2/25/2009
400,000 ' $39.1563  3/08/2010
800,000 a $43.5800  2/02/2011
1,500,000 — — $31.1750 107027201 12,000 $ 570,360
Charles Brymer 20,000 $39.1563 3/08/2010
40,000 $39.7500 4/04/2011
40,000 } $31.1750 10/02/2011
40,000 $46.7725 4/12/2012 15,600 $ 741468
Thotnas Harrison 140,000 §32.7500 2/25/2009
250,000 @ $39.1563  3/08/2010
400,000 ‘ $43.5800 2/02/2011
500,000 | $31.1750 10/02/2011
150,000 — — $46.7725 47122012 43,400 $2.062.802
Andrew Robertson 80,000 $42.1500 8/14/2011
400,000 — L — $31.1750 10/02/2011 8,000 $ 380,240

(1) The vesting dates of shares of restricted stock disclosed in this column are as follows:
*  Mr. Weisenburger: 6,000 shares \j'est on March 15 of each of 2008 and 2009.

¢ Mr. Brymer: 2,200 shares vest oni March 15 of each of 2008 and 2009; 1,600 shares vest on May 23 of
each of 2008, 2009 and 2010; and 1,600 shares vest on May 4 of each of 2008, 2009, 2010 and 2011.

* Mr. Harrison: 2,000 shares vest on March 15 of each of 2008 and 2009; 3,600 shares vest on May 4 of
each of 2008, 2009, 2010 and 2011; and 5,000 shares vest on March 27 of each of 2008, 2009, 2010,
2011 and 2012, ‘

* Mr. Robertson: 2,000 shares vest F(m March 12 of 2008; and 3,000 shares vest on March 15 of each of
2008 and 2009.

(2) The market value of stock awards was determined by multiplying the number of unvested shares by $47.53,
the closing price of Omnicom common stock on December 31, 2007.
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Option Exercises and Stock Vested in Fiscal 2007

The following table provides information for the named executive officers on (a) stock option exercises
during 2007, including the number of shares acquired upon exercise and the value realized, and (b) the number
of shares acquired upon the vesting of stock awards in the form of restricted stock and the value realized, each
before payment of any applicable withholding tax and broker commissions.

Option Award Stock Awards
Number of Number of
Shares Acquired Value Realized  Shares Acquired Value Realized

Name of Executive on Exercise (#) on Exercise ($) on VYesting (#)(1) on Vesting ($)(2)
JohnWren ................... 500,000(1) $19,682,245 — -
Randali Weisenburger .......... — — 9,320 $481,476(3)
Charles Brymer . .............. - — 8,640 $447,335
Thomas Harrison . ............. 60,000 % 1,739,988 8,400 $435,356(3)
Andrew Robertson .. ........... — — 2,000 $414,690

(1) The number of shares reported has been adjusted to reflect a two-for-one stock split stock effected in the
form of a 100% stock dividend distributed on June 25, 2007.

(2) The reported dollar values are calculated by multiplying the number of shares subject to vesting by the
closing price of Omnicom common stock on the vesting date.

(3) These amounts were deferred pursuant to Omnicom’s Deferred Restricted Stock Plan, and are also reflected
in the Nonqualified Deferred Compensation in Fiscal 2007 table below.

Nongualified Deferred Compensation in Fiscal 2007

Certain of Omnicom’s employees are eligible to defer some or all of the shares of their restricted stock that
may vest in a given year and some or all of the cash component of the annual incentive bonus awarded. For
additional information about the deferral plans pursuant to which these elections may be made, see the
description of deferred compensation in the section entitled “Compensation Discussion and Analysis” on page 5.

Naone of the named executive officers has deferred any cash component of their annual incentive bonus.
The table below provides information on the non-qualified deferred compensation of the named executive
officers in 2007, which consisted only of the deferral of shares of restricted stock under Omnicom’s Deferred
Restricted Stock Plan. No withdrawals were made in 2007.

Executive Aggregate Aggregate

Contributions in Earnings in Balance at
Name of Executive Last FY ($)(1) Last FY ($)(2) Last FYE (§)
John Wren .. ... e e — $(881,602) $8,840,200
Randall Weisenburger . ....................... $481,476 $(584,924) $5,922,238
Charles Brymer ............................. — — —
Thomas Harrison . .. ..o et v i vens $435,356 $(532,856) $5,380,396

Andrew Robertson . ...........c i iiiiiinnnnn — — —

(1) Reflects contributions by Messrs. Weisenburger and Harrison in the Omnicom Deferred Restricted Stock
Plan. The reported dollar values are calculated by multiplying the number of shares vested in 2007 by the
closing price of Omnicom common stock on the vesting date. Disclosure with respect to the vesting of
these stock awards can be found in the Option Exercises and Stock Vested in Fiscal 2007 table above.

(2) Reflects earnings on deferred restricted stock. The earnings on deferred restricted stock awards do not
include any company or executive contributions, and are calculated based on the total number of deferred
shares in the account as of December 31, 2007 multiplied by the Omnicom closing stock price as of
December 31, 2007, less (a) the total number of deferred shares in the account as of December 31, 2006
multiplied by the Omnicom closing stock price as of December 31, 2006 and (b} the total number of shares
deferred in 2007 multiplied by the Omnicom closing stock price as of the deferral date. No portion of these
earnings was above-market.
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Potential Payments Upon Termination of Employment or Change in Control

Each named executive officer participates in our Incentive Bonus Plan; Messrs Wren, Weisenburger,
Robertson and Brymer participate in our Retention Plan; and Mr. Harrison has entered into an Executive Salary
Continuation Agreement with Omniconl. As further described below, participants in our Incentive Bonus Plan
are not entitled to payment due to termihation of employment or change in control, participants in the Retention
Plan are entitled to payments upon termination of employment under certain circumnstances and the Executive
Salary Continuation Plan Agreement provides for payment upon termination of employment under certain
circumstances. Except for these three artangements, none of the named executive officers have entered into any
plans, arrangements or agreements with'Omnicom providing for payments upon termination of employment or
change in control of Omnicom, other than payments generally available to all salaried employees that do not
discriminate in scope, terms or operation in favor of the executive officers of Omnicom.

The Senior Executive Restrictive C t and Retention Pl

Omnicom adopted the Retention Plan in 2006, and the Compensation Committee selected Messrs. Wren,
Weisenburger, Brymer and Robertson to participate and enter into Award Agreements with Omnicom. The
Retention Plan is unique in its structure dnd objectives. It is a multi-faceted device that provides security to
Omnicom through the restrictive covenants described below while delivering a valuable benefit to executives in
the form of post-termination compensatién. The Retention Plan mitigates the need to provide severance benefits

to participating executives as the program provides a guaranteed stream of income following termination
provided the executive fully complies with his obligations.

Restrictive Covenants and Consul;ling Obligation

In consideration for annual benefits from Omnicom, participants in the Retention Plan are subject to
restrictions on competition, solicitation, disparagement, and other willful actions materially harming Omnicom,
from the date of termination of employment through the end of the calendar year in which they receive their last
annual benefits payment. In addition, upon 30 days’ written notice from Omnicom, the named executive officers
agree to serve as advisors or consultants to Omnicom during the retention payment peried, subject to certain
limitations.

Annual Benefits

The Retention Plan provides annual Bencﬁts to participating executives upon their termination of
employment for any reason after they render seven years of service to Omnicom or its subsidiaries. Subject to
compliance with their restrictive covenants and consulting obligation, the annual benefit is payable for 15 years
following termination, and is equal to the lesser of (a) the product of (i) the average of the executive’s three
highest years of total pay (salary and incentive bonus), and (ii) a percentage equal to 5% plus 2% for every year
of the executive’s service as an executive officer to Omnicom, not to exceed 35% and (b} $1.25 million.
Payment of this annual benefit begins on tllwe later of (a) attainment of age 53, or (b) the year following the
calendar year in which the termination of employment occurred, with certain exceptions. In the event of death,
subsequent to satisfaction of the seven-year service requirement, beneficiaries of the executive are entitled to the
annual benefit payable for 15 years thereafter, Payment of annual benefits under the Retention Plan is
conditioned on the participant surrendering his right (including the right of his beneficiaries or designees) to
payments following termination of employment pursuant to any defined benefit pension plan sponsored by
Omnicom or its subsidiaries, regardless of whether the plan is tax-qualified, subject to certain exceptions.

The Executive Salary Contingation Plan

Omnicom entered into an Executive Salary Continuation Plan Agreement with Mr. Harrison, pursuant to
which Omnicom agrees to make annual payments to him for up to 10 years after termination of full time
employment (the “Payment Period™), unless termination is for “cause,” in constderation for his agreement to
consult and not to compete during the Paynilent Period. “Cause” is generally defined for this purpose as willful
malfeasance, such as breach of trust, fraud or dishonesty. The Payment Period is determined based on age and
years of service with Omnicom or its subsidiaries, with the maximum Payment Period being 10 years. As of
December 31, 2007, the Payment Period wa'}s 10 years for Mr. Harrison.
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Annual Payments under the Executive Salary Continuation Plan Agreement

Following termination and subject to compliance with his consulting obligation and agreement not to
compete, the executive is entitled to receive annuat payments, beginning in the year described below, for the
duration of the Payment Period. Annual payments are equal to the lesser of {a) 50% of the highest annual salary
paid to the executive within five years prior to termination and (b) a percentage of the net profits of Omnicom
for the calendar year immediately prior to the year in which the executive is entitled to payment (the “Annual
Payment”). The Annual Payments begin (a) in the second year following termination in the event of a voluntary
termination, termination by Omnicom without cause or termination due to disability and (b} in the first year
following termination due to death,

The executive is entitled to 100% of the Annual Payment in the event of disability or termination by
Omnicom without cause. For a voluntary termination, including retirement, the executive is entitled to 100% of the
Annual Payment if he has completed 20 years of service, no Annual Payment if he has completed fewer than five
years of service and a pro rata reduced Annual Payment if he has completed between five and 20 years of service.
For example, an executive who voluntarily terminates after 10 years of service would be entitled to 50% of the
Annual Payment. The Compensation Committee, however, may waive this pro rata reduction if doing so is in the
interest of Omnicom and is equitable to the executive. In the event of death, beneficiaries of the executive are
entitled to 75% of the Annual Payment. The executive is not entitled to any Annual Payment if he is terminated by
Omnicom for Cause. The Annual Payments that the named executive officer is entitled to receive will be reduced
by the value of payments that the named executive officer is entitled to receive following the termination of his
employment pursuant to other agreements or arrangements with Omnicom, subject to certain exceptions.

Consulting Obligation and Certain Restrictive Covenants

On 30 days’ notice, the executive agrees to serve as an advisor or consultant to Omnicom during the
Payment Period, subject to certain limitations. In addition, the executive will be subject to restrictions on
competition and other willful actions harming Omnicom, from the date of termination through the end of the
Payment Period.

The Incentive Bonus Plan

Omnicom has adopted an Incentive Bonus Plan, and the Compensation Committee has chosen each of the
named executive officers to participate in it. The Incentive Bonus Plan provides performance-based bonuses to
participants, based upon specific performance criteria and targets, discussed above in the section entitled
“Compensation Discussion and Analysis,” on page 5 during each performance period. If a participant in the
Incentive Bonus Plan experiences a termination of employment for any reason prior to the end of a performance
period or the bonus payment date for such performance period, he is not entitled to any payment, but the
Compensation Committee has discretion (a) to determine whether the participant will receive any bonus, (b} to
determine whether the participant will receive a pro-rated bonus reflecting that portion of the performance
period in which the participant had been employed by Omnicom or its subsidiaries, and {c) to make such other
arrangements as the Compensation Committee deems appropriate in connection with the participant’s
termination of employment.

Acceleration of Equity Awards

Named executive officers hold restricted stock awards pursuant to the Equity Incentive Plan. If the named
executive officer terminates employment due to death or disability {a) a pro rata portion of the restricted stock
granted in 2004 pursuant to the Equity Incentive Plan vests and (b) any restricted stock granted in 2005, 2006
and 2007 pursuant to the Equity Incentive Plan vests in the event of death, but only a pro rata portion of such
stock vests in the event of disability. If the named executive officer retires, voluntarily terminates or is
terminated by Omnicom, with or without cause, all restricted stock granted pursuant to the Equity Incentive
Plan that has not yet vested is forfeited and Omnicom reimburses the named executive officer for the par value
of $0.15 per share paid by that officer at grant. In the event of a change in control, all restricted stock granted
pursuant to the Equity Incentive Plan vests. Additionally, Mr. Robertson received a restricted stock award on
March 12, 2003 pursuant to the Equity Incentive Plan. This award became fully vested on March 12, 2008, but
on December 31, 2007, the unvested portions would have fully vested upon a change in control but would have
been forfeited upon any termination of employment prior to March 12, 2008.
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The following table provides the potential payments that each named executive officer may receive upon
termination of employment or change in contro! of Omnicom, assuming that (a) such termination or change in
conirol of Omnicom occurred on December 31, 2007, and (b) the price per share of Company common stock
equals $47.53, the closing market price:at 2007 fiscal year end.

For Cause Termination Voluntary Change
Name of Executive Death Disability = Termination without Cause Retirement Termination in Control
John Wren .
* Retention Plan(1) $1,250,000  $1.250,000  $1,250,000 $1,250,000 $1,250,000  $1,250,000 N/A
* Incentive Bonus Plan(2) $3,500,000  $3.500,000 $ 0 $3.500,000 $3,500,000 $3,500,000  $3.500,000
» Equity Awards(3) $ 0 §! 0 3 0§ 0§ 0 s 0 3 0
Randall Weisenburger
¢ Retention Plan(4) $1,250,000  $1,250,000  $1,250,000 $1.,250,000 $1.250,000  $1.250.000 NIA
¢ Incentive Bonus Plan(2) $2,650,000 $2l650.000 $ 0 $2,650,000 $2.650,000 $2,650,000  $2,650,000
» Equity Awards(3} $ 457904 5 4579504 % 900 3 900 $ 900 § 900 § 570,360
Charles Brymer .
+ Retention Plan(5) $ 232875 § 232875 § 232,875 $ 232875 $ 232,875 § 232875 N/A
» Incentive Bonus Plan(2) 31,500,000 $l,§00,000 $ 0 $1,500,000 $1,500,000  $1,500,000  $1.500.000
» Equity Awards(3) § 712237 $ 496879 § 1,170 $ L1700 § 1170 % 1,170 § 741,468
Thomas Harrison
+ Executive Salary i
Continuation Agreement $ 337.500(6) $ 450,00007) $ 0 § 450,000(7) $ 337,500(8) § 337.500(8) N/A
* Incentive Bonus Plan(2) $1,600,000  $1,600,000 $ 0 $1,600,000 $1,600,000 $1.600,000  $1,600,000
¢ Equity Awards(3) $2025348 § 941664 § 3255 $ 3255 $ 3255 $ 3255  $2.062.802
Andrew Robertson
+ Retention Plan(9) $ 468,000 § 463000 § 468,000 $ 468,000 § 468000 3 468,000 N/A
+ Incentive Bonus Plan(2) $1,600,000 m.ﬁoo.ooo $ 0 $1,600,000 $1,600,000  $1,600,000  $1.600,000
b 600 $ 600 b 600 3 600 § 380,240

+ Equity Awards(3) $ 245350 $ 245350

(1) Mr. Wren or his beneficiary, as the case may be, would be entitled to recetve fifteen annual payments in this
amount, the first of which would be payable in 2008. All payment obligations are conditioned upon
compliance with the restrictive covenants and consulting obligation described above.

(2) As discussed above, upon a termination of employment for any reason prior to the end of a performance
period or prior to the benus payment'date for such performance period, the participant is not eatitled to any
award. The Compensation Committee, however, has discretion to determine whether awards should be made
pursuant to the Incentive Plan and thé amounts of such awards. A termination of employment on December
31, 2007 would fall prior to the bonus payment date for the 2007 performance period. The amounts reported
in the table assumes the Compensation Committee in its discretion authorized a payment equal to the
midpoint of the threshold and maximim award amounts, except in the event of a for cause termination, in
which case it is assumed that the Con‘ilpensation Committee would not grant an award.

(3) The value of restricted stock was determined by taking the aggregate fair market value of the shares of
restricted stock subject to accelerated vesting as of 2007 fiscal year end. The value of the restricted stock
has not been reduced to reflect the purchase price paid by the executive for such stock on the date of grant,
which would generally equal the par value of the stock multiplied by the shares of restricted stock subject to
accelerated vesting as of the 2007 fiscal year end.

(4) Except in the event of termination due to death or disability, Mr. Weisenburger would be entitled to receive
fifteen annual payments in this amount, the first of which would be payable in 2013 upon Mr. Weisenburger
turning fifty-five. In the event of termination due to death or disability, Mr. Weisenburger or his beneficiary,
as the case may be, would be entitled to receive fifteen annual payments in this amount, the first of which
would be payable in 2008. All payment obligations are conditioned upon compliance with the restrictive
covenants and consulting obligation described above.

(5) Except in the event of termination duci‘to death or disability, Mr. Brymer would be entitled to receive fifteen
annual payments in this amount, the first of which would be payable in 2014 upon Mr. Brymer turning fifty-
five. In the event of termination due to'death or disability, Mr. Brymer or his beneficiary, as the case may
be, would be entitled to receive fifteen annual payments in this amount, the first of which would be payable
in 2008. All payment obligations are conditioned upon compliance with the restrictive covenants and
consulting obligation described above.

(footnotes continued on following page)
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(6) This reflects 75% of Mr. Harrison’s $450,000 annual payment, payable to his designated beneficiary. Ten
annual payments in this amount would be paid to such beneficiary, with the first payment being made in 2008.

(7) This reflects 50% of the highest annual rate of salary paid to Mr. Harrison in the five years preceding
December 31, 2007. Ten annual payments would be made in this amount, with the first payment being
made in 2009. All payment obligations are conditioned upon compliance with the consulting obligation and
agreement not to compete described above.

(8) This reflects 75% of Mr. Harrison’s $450,000 annual payment. The pro rata reduction of $112,500 adjusts
for the fact that Mr. Harrison would have accrued 15 years of service upon termination, which is 75% of the
20 years of service required to receive the full annual payment. Ten annual payments would be made in this
amount, with the first payment being made in 2009. All payment obligations are conditioned upon
compliance with the consulting obligation and agreement not to compete described above.

(9) Except in the event of termination due to death or disability, Mr. Robertson would be entitled to receive
fifteen annual payments in this amount, the first of which would be payable in 2015 upon Mr. Robertson
turning fifty-five. In the event of termination due to death or disability, Mr. Robertson or his beneficiary, as
the case may be, would be entitled to receive fifteen annual payments in this amount, the first of which
would be payable in 2008. All payment obligations are conditioned upon compliance with the restrictive
covenants and consulting obligation described above.

DIRECTORS’ COMPENSATION FOR FISCAL 2007

Directors who are also current or former employees of Omnicom or its subsidiaries receive no
compensation for serving as directors. The compensation program for directors who are not current or former
employees of Omnicom or its subsidiaries is designed to compensate directors in a manner that is reflective of
the work required for a company of Omnicom’s size and composition and to align directors’ interests with the
long-term interests of shareholders. The table below includes the following compensation elements with respect
to non-employee directors:

Annual Compensation. Non-employee directors are paid an annual retainer of $60,000 and the following
meeting fees: (i) $2,000 for attendance at a Board or committee meeting in person, (ii) $1,000 for participation
by telephone or video conference at any regularly scheduled meeting and (iii) $2,000 for participation by
telephone or video conference at any special meeting. In addition, directors receive reimbursement for
customary travel expenses.

In accordance with our Director Equity Plan approved by shareholders at our 2004 Annual Meeting and
our 2007 Incentive Award Plan approved by shareholders at our 2007 Annual Meeting, non-employee directors
receive fully-vested common stock each fiscal quarter. For each of the four quarters in 2007, such directors
received common stock with a fair value of $25,000 based on the per share price of our common stock on the
date prior to grant.

Our Director Equity Plan and 2007 Incentive Award Plan provide that each director may elect to receive all
or a portion of his or her cash director compensation for the following year's service in common stock. Messrs.
Henning and Murphy and Ms. Rice each elected to receive all or a portion of their respective 2007 cash director
compensation in common stock,

Directors may also elect to defer any common shares payable to them, which will be credited to a
bookkeeping account in the directors” names. These elections generally must be made prior to the start of the
calendar year for which the fees would be payable. The number of shares of common stock delivered or credited
to a director’s account is based on the fair market value of our common stock on the first trading day
immediately preceding the date the fees would have been paid to the director. Each director other than Messrs.
Coleman and Roubos elected to defer common shares payable to them in 2007.
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Chairmanp Fees. The Chairs of our Committees receive the following annual fees due to the workload and
the additional responsibilities of their positions. The Chair of our Audit Committee receives an additional fee of
$20,000 each year. The Chairs of our Finance, Compensation and Governance Committees each receive an
additional fee of $10,000 each year, as long as such Chair is not also an executive of Omnicom. In 2007, only
the Chairs of the Compensation and Governance Committees received the $10,000 fee.

Fees Earned
or Paid in Stock

Name of Director(1) ! Cash ($)(2) Awards {$){3) Total ($)

Robert Charles Clark ............ \ ........... $ 96,000 $100,000 $196,000
Leonard S. Coleman, Jr. ........... T $105.000 $100,000 $205,000
ErrolM. Cook ........ .o $ 96,000 $100,000 $196,000
Susan S. Denison ................ TV, $105,000 $100,000 $205,000
Michael A. Henning .............. [oeeeenannn. $ 36,000 $160,000 $196,000
JohnR. Murphy .............. ... P $ 72,000 $160,000 $232,000
JohnR.Purcell .................. e $111,000 $100,000 $211.,000
Linda Johnson Rice ... ........ ... ... ........ $ 66,000 $130,000 $196,000
GaryL.Roubos . ......... ... ... ... ........ $119,000 $100,000 $219,000

{1} Bruce Crawford is an executive officer of Omnicom and does not receive director compensation. In fiscal
year 2007, Mr. Crawford received a base salary of $400,000 and a payment under his Executive Salary
Continuation Plan Agreement in the amount of $985,000.

(2) This column reports the amount of cash compensation earned in 2007 for Board and committee service.

f

(3) The amount reported in the “Stock Awards” column for each director reflects the dollar amount recognized
for financial statement reperting purposes for the fair value of common stock granted in 2007, in
accordance with FAS 123R. Fair value is calculated using the average of the high and low price of
Omnicom’s stock on the day prior to the grant. The amounts reported include shares deferred in 2007
pursuant to the outside director equity plan by Messrs. Clark, Cock, Henning, Murphy and Purcell, and
Mses. Denison and Rice. The fair market value for each quarterly stock award was $25,000 for Messrs.
Clark, Coleman, Cook, Purcell and Roubos and Ms. Denison. The fair market value for each quarterly stock

award was $40,000 for Messrs. Henining and Murphy. The fair market value for each quarterly stock award
was $32,500 for Ms. Rice,

No Other Compensation. Directors received no compensation in 2007 other than that above described. We
do not have a retirement plan for directors and they receive no pension benefits.

Stock Ownership Requirement. Tt{c Board adopted stock ownership guidelines for our directors in 2004.
The director guidelines provide, in general, that our directors must own Omnicom stock equal to or greater than
five times their annual cash retainer within five years of adoption of the guidelines or within five years of their
joining the Board, whichever is later,

20




EQUITY COMPENSATION PLANS

Our principal equity plan for employees is our 2007 Incentive Award Plan (our “Incentive Award Plan™},
which was approved by shareholders last year and replaced both (i) all prior employee equity incentive plans
and (ii) our Director Equity Plan, which was approved by shareholders at our Annual Meeting in 2004. The
Compensation Committee’s independent compensation consultant, Frederic W. Cook & Co., Inc., provided
analysis and input on the Incentive Award Plan. As a result of the adoption of the Incentive Award Plan, no new
awards may be made under any of Omnicom’s prior equity plans. QOutstanding equity awards under prior plans,
however, were not affected by the adoption of our Incentive Award Plan.

The purposes of the Incentive Award Plan is to promote the success and enhance the value of Omnicom by
continuing to link the personal interest of participants to those of Omnicom stockholders and by providing
participants with an incentive for outstanding performance to generate superior returns to Omnicom
stockholders. The Incentive Award Plan provides for the grant of stock options (both incentive stock options and
nonqualified stock options), restricted stock, stock appreciation rights, performance shares, performance stock
units, dividend equivalents, stock payments, deferred stock, and restricted stock units.

Persons eligible to participate in the Incentive Award Plan include all employees and consultants of
Omnicom and its subsidiaries, members of our Board of Directors or, as applicable, members of the board of
directors of a subsidiary, as determined by the committee administering the Incentive Award Plan (the “IAP
Committee”™). The [AP Committee is appointed by our Board, and currently is comprised of the members of our
Compensation Committee. With respect to awards to independent directors, Omnicom'’s Board administers the
Incentive Award Plan.

All of our current equity compensation plans have been approved by shareholders. The following table
provides information about cur current equity compensation plans as of December 31, 2007.

Number of securities to Weighted-average

be issued upon exercise exercise price of Number of securities
of outstanding options, outstanding options, remaining available
Plan Category warrants and rights warrants and rights for future issuance
Equity compensation plans approved
by security holders . ................. 21,711,535 $38.26 34,002,967(1)
Equity compensation plans not approved
by security holders .................. — —
Total ... ... 21,711,535 $38.26 34,002,967

(1) The maximum number of shares that may be issued under our Incentive Award Plan is 37,000,000 shares of
our common stock, less one share of common stock for every share that was subject to an option or stock
appreciation right granted after December 31, 2006 from any of the prior equity plans and three shares of
common stock for every one share that was subject 1o an award other than an option or stock appreciation
right granted after December 31, 2006, from the prior equity plans. Any shares of common stock that are
subject to options or stock appreciation rights granted from our Incentive Award Plan is counted against this
limit as one share of common stock for every one share of common stock granted. Any shares of common
stock that are subject to awards other than options or stock appreciation granted from the Incentive Award
Plan is counted against this limit as three shares of common stock for every one share of common stock
granted. The figure above includes 32,940,504 shares that may be issued under our Incentive Award Plan,
which assumes that all securities available for future issuance are subject to options or stock appreciation
rights. If all securities available for future issuance were subject to awards other than options or stock
appreciation rights, this figure would be 10,980,168. In addition, this figure includes 1,062,463 shares that
remained available for purchase as of December 31, 2007 under the employee stock purchase plan, which is
a tax-qualified plan in which all eligible full-time and part-time domestic employees may participate.
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STOCK OWNERSHIP

The following 1able sets forth ceitain information as of the close of business on March 1, 2008 {except as
otherwise noted), with respect to the beneficial ownership(1) of our common stock by:

+ each person known by Omnicom to own beneficially more than 3% of our outstanding common
stock; '

* each current director or nominee;
* each named executive officer; and

. o
» all directors and executive officers as a group.
|

Options Total Percent of

‘ Number of Exercisable Beneficial Shares

Name \ Shares Owned(2) within 60 days Ownership QOutstanding(3)

UBS Global Asset Mgt. (Americas) Ing. (4) 17,651,321 — 17,651,321 5.5%

John Wren 972,550 7,000,000 7,972,550 2.5%
Charles Brymer " 49,672 140,000 189,672 *
Robert Charles Clark ) 10,111 — 10,111 *
Leonard Coleman, Jr. ‘ 17,528 - 17,528 *
Errol Cook (5) i 14911 — 14911 *
Bruce Crawford ‘[ 251,640 — 251,640 *
Susan Denison . 20,846 — 20,846 *
Thomas Harrison ; 180,452 1,440,000 1,620,452 *
Michael Henning i 17,867 — 17,867 *
John Murphy ‘ 23,836 - 23,836 *
John Purcell (6) : 97,571 — 97,571 *
Linda Johnson Rice : 11,707 — 11,707 *
Andrew Robertson g 36,406 480,000 516,406 *
Gary Roubos | 23,730 — 23,730 *

Randall Weisenburger (7} w 403,511 3,000,000 3,403,511 1.1%

All directors and executive officers
as a group (21 persons) ' 2,446,671 13,353,334 15,800,005(8) 4.9%

*  less than | %. '

(1) Beneficial ownership has been determined in accordance with Rule 13d-3 under the Securities Exchange
Act of 1934, as amended. 1

{2) This column lists voting securities and securities the payout of which has been deferred at the election of
the holder, including restricted stock held by executive officers. Except to the extent noted below, each
director or executive officer has sole voting and investment power with respect to the shares reported. The
amounts in the column include: ‘

* shares held pursuant to executiv‘:e restricted stock program, namely, Mr. Harrison— 43,400 shares,
Mr. Robertson— 8,000 shares, Mr. Brymer— 15,600 shares, and Mr. Weisenburger— 12,000 shares;

« shares held pursuant to the outside director equity plan, the payout of which has been deferred at the
election of the holder, namely, Mr. Clark—7,411 shares, Mr. Cook—7,411 shares, Ms. Denison—
10,472 shares, Mr. Henning— 13,367, Mr. Murphy — 13,210 shares, Mr. Purcell —7,411 shares, and
Ms. Rice—8,077 shares; shares previously held under restricted stock awards, the payout of which has
been deferred at the election of the holder, namely, Mr. Wren— 185,992 shares, Mr. Harrison— 113,200
shares and Mr. Weisenburger— 1'|24.6(}O shares;

*» shares credited under the Omnicom Group Retirement Savings Plan, namely, Mr. Wren—20,764
shares, Mr. Brymer—758 shares, Mr. Harrison— 3,824 shares, and Mr. Weisenburger— 1,293 shares,
and

* shares purchased under an employee stock purchase plan, namely, Mr. Brymer— 1,942 shares,
Mr. Harrison— 5,628 shares and Mr. Weisenburger— 5,618 shares.

(foomotes continued on following page)
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(3) The number of shares of common stock outstanding on March 1, 2008 was 321,354,674, excluding
securities the payout of which has been deferred at the election of the holder. The percent of common stock
is based on such number of shares and is rounded off to the nearest one-tenth of a percent.

(4) Stock ownership is as of December 31, 2007, and is based solely on a Schedule 13G/A filed with the SEC
on February 11, 2008, by UBS AG for the benefit and on behalf of the UBS Global Asset Management
business group of UBS AG. UBS Global Asset Management {Americas) Inc., a member of the UBS Global
Asset Management business group of UBS AG, is identified as the subsidiary which acquired the shares
being reported. In the filing, UBS AG reported having sole voting power over 15,556,461 shares and shared
dispositive power over 17,651,321 shares. UBS AG has certified in its Schedule 13G/A that our stock was
acquired and is held in the ordinary course of business, and was not acquired and is not held for the purpose
of changing or influencing control of Omnicom. The address of UBS AG is Bahnhofstrasse 45, PO Box
CH-8021, Zurich, Switzerland.

(5) Includes 7,000 shares that are held in a joint account shared by Mr. Cook and his wife.

{6) Includes 4,100 shares that are held by Mr. Purcell’s wife. Mr. Purcell disclaims beneficial ownership of
shares held by his wife.

(7} Includes 80,000 shares that are held in a joint account shared by Mr. Weisenburger and his wife.

(8) Includes 87,000 shares over which there are shared voting and investment power; and 267,000 shares of
restricted stock.

AUDIT RELATED MATTERS

Fees Paid to Independent Auditors

The following table shows information about fees billed by KPMG LLP and affiliates for professional
services (as well as all “out-of-pocket” costs incurred in connection with these services) rendered for the last
two fiscal years:

Approved by Approved by
2007 Audit Committee 2006 Audit Committee
AuditFees (1) ................ $20,855,131 100% $19,006,500 100%
Audit-Related Fees (2} ......... $ 1,668,960 100% $ 1,075,085 100%
TaxFees (3) .................. § 573415 100% $ 617,355 100%
All OtherFees(4) ............. — —_
TotalFees ................... $23,097,506 $20,698.940

(1) Audit Fees consist of fees for professional services for the audit or review of our consolidated financial
statements or for audit services that are normally provided by independent auditors in connection with
statutory and regulatory filings or engagements. Audit Fees in 2006 and 2007 include the audit of
management’s assessment of internal controls over financial reporting.

(2) Audit-Related Fees consist of fees for assurance and related services that are reasonably related to the
performance of the audit or review of our consolidated financial statements and are not reported under
Audit Fees, including due diligence related to mergers and acquisitions and special procedures to meet
certain statutory requirements.

(3) Tax Fees consist primarily of fees for tax compliance including the review and preparation of statutory tax
returns and other tax compliance related services.

{(4) All Other Fees are fees for any products or services not included in the first three categories.

In deciding to reappoint KPMG LLP to be our auditors for 2008, the Audit Committee considered KPMG
LLP’s provision of services in the last two years to assure that it was compatible with maintaining KPMG
LLP’s independence. The committee determined that these fees were compatible with the independence of
KPMG LLP as our independent auditors.

The Audit Committee has adopted a policy that requires it to pre-approve each audit and permissible non-
audit service rendered by KPMG LLP except for items exempt from pre-approval requirements by applicable
law. On a quarterly basis, the Audit Committee reviews and generally pre-approves specific types of services
and the range of fees that may be provided by KPMG LLP without first obtaining specific pre-approval from the
Audit Committee. The policy requires the specific pre-approval of all other permitted services and all other
permitted services were pre-approved in 2007.
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Mr. Coleman was Senior Advisor, Major League Baseball from 1999
until 2005. Previously, he was Chairman of Arena Co., a subsidiary
of Yankees/Nets, until September 2002. Before that, he was
President, National League, Major League Baseball. Mr. Coleman is
a director of Avis Budget Group, H.J. Heinz Corporation, Churchill
Downs Inc. and Electronic Arts Inc.

Mr. Cook is a private investor and consultant. Previously, he was a
managing director and partner of Warburg Pincus from March {991
until his retirement in February 1999. Before that, Mr. Cook was a
Senior Partner of Emst & Young (August 196]-September 1989)
and a Managing Director of Schroders {September 1989—March
1991).

Ms. Denison is a partner of Cook Associates, an executive search
firm, a position she has held since June 2001, Previously, she served
as a Partner at TASA Worldwide/Johnson, Smith & Knisely and the
Cheyenne Group. She also served as Executive Vice President,
Madison Square Garden and Executive Vice President and General
Manager at Showtime Networks. Ms. Denison is also a director of
InterCure, Inc.

Mr. Henning was Deputy Chairman of Emst & Young from
December 1999 to October 2000 and Chief Executive Officer of
Emst & Young Intemnational from September 1993 to December
1999. He is also a director of CTS Corporation, Landstar System,
Inc. and Highlands Acquisition Corp.

Mr. Murphy is Vice Chairman of National Geographic Society, a
position he has held since March 1998. From May 1996 until March
1998, Mr. Murphy was President and Chief Executive Officer of
National Geographic Society. He is a trustee of Mercer University, a
trustee and Chairman of the Board of the PNC Mutual Funds and
Chairman of the Board of the PNC Alternative Fund. Mr. Murphy is
also a past president of the U.S. Golf Association.

Mr. Purcell is Chairman and Chief Executive Officer of Grenadier
Associates Ltd., a merchant banking and financial advisory firm. He
served as Chairman of Donnelley Marketing, Inc., a database direct
marketing firm, from 1991 to 1996. He formerly served as Chief
Executive Officer of SFN Cos. Inc., as Executive Vice President of
CBS, Inc. and as Senior Vice President & Chief Financial Officer of
Gannett Co., Inc.
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(3) The number of shares of common stock outstanding on March 1, 2008 was 321,354,674, excluding
securities the payout of which has been deferred at the election of the holder. The percent of common stock
is based on such number of shares and is rounded off 1o the nearest one-tenth of a percent.

(4) Stock ownership is as of December 31, 2007, and is based solely on a Schedule 13G/A filed with the SEC
on February 11, 2008, by UBS AG for the benefit and on behalf of the UBS Global Asset Management
business group of UBS AG. UBS Global Asset Management (Americas) Inc., a member of the UBS Global
Asset Management business group of UBS AG, is identified as the subsidiary which acquired the shares
being reported. In the filing, UBS AG reported having sole voting power over 15,556,461 shares and shared
dispositive power over 17,651,321 shares. UBS AG has certified in its Schedule 13G/A that our stock was
acquired and is held in the ordinary course of business, and was not acquired and is not held for the purpose
of changing or influencing control of Omnicom. The address of UBS AG is Bahnhofstrasse 45, PO Box
CH-8021, Zurich, Switzerland.

(5) Includes 7,000 shares that are held in a joint account shared by Mr. Cook and his wife.

(6) Includes 4,100 shares that are held by Mr. Purcell’s wife. Mr. Purcell disclaims beneficial ownership of
shares held by his wife.

{7) Includes 80,000 shares that are held in a joint account shared by Mr. Weisenburger and his wife.

(8) Includes 87,000 shares over which there are shared voting and investment power; and 267,000 shares of
restricted stock,

AUDIT RELATED MATTERS
Fees Paid to Independent Auditors

The following table shows information about fees billed by KPMG LLP and affiliates for professional
services (as well as all “out-of-pocket” costs incurred in connection with these services) rendered for the last
two fiscal years:

Approved by Approved by
2007 Audit Committee 2006 Audit Committee
Audit Fees (1) ................ 820,855,131 100% 319,006,500 100%
Audit-Related Fees (2} ......... $ 1,668,960 100% 3 1,075,085 100%
TaxFees (3) .................. $ 573415 100% $ 617,355 100%
All Other Fees (4) ............. — —
Total Fees ................... $23,097,506 $20,698,940

(1) Audit Fees consist of fees for professional services for the audit or review of our consolidated financia)
statements or for audit services that are normally provided by independent auditors in connection with
statutory and regulatory filings or engagements. Audit Fees in 2006 and 2007 include the audit of
management’s assessment of internal controls over financial reporting.

(2) Aundit-Related Fees consist of fees for assurance and related services that are reasonably related to the
performance of the audit or review of our consolidated financial statements and are not reported under
Audit Fees, including due diligence related to mergers and acquisitions and special procedures to meet
certain statutory requirements.

(3) Tax Fees consist primarily of fees for tax compliance including the review and preparation of statutory tax
returns and other tax compliance related services.

(4) All Other Fees are fees for any products or services not included in the first three categories.

In deciding to reappoint KPMG LLP to be our auditors for 2008, the Audit Committee considered KPMG
LLP’s proviston of services in the last two years to assure that it was compatible with maintaining KPMG
LLP’s independence. The committee determined that these fees were compatible with the independence of
KPMG LLP as our independent auditors,

The Aundit Committee has adopted a policy that requires it to pre-approve each audit and permissible non-
audit service rendered by KPMG LLP except for items exempt from pre-approval requirements by applicable
law. On a quarterly basis, the Audit Committee reviews and generally pre-approves specific types of services
and the range of fees that may be provided by KPMG LLP without first obtaining specific pre-approval from the
Audit Committee. The policy requires the specific pre-approval of all other permitted services and all other
permitted services were pre-approved in 2007,
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Audit Committee Report '

The Audit Committee’s primary purp(i)se 1s to assist the Board in carrying out its oversight responsibilities
relating to Omnicom’s financial reporting. Management is responsible for the preparation, presentation and
integrity of Omnicom’s financial statements, accounting and financial reporting principles and the establishment
and effectiveness of internal controls and procedures designed to ensure compliance with accounting standards
and applicable laws and regulations. The independent auditors are responsible for performing an independent
audit of the financial statements in accordance with the standards of the Public Company Accounting Oversight
Board (United States), expressing an opinion as to the conformity of such financial statements with generally
accepted accounting principles and auditing the operating effectiveness of internal control over financiai
reporting. The independent auditors have fﬁee access to the Audit Committee to discuss any matters they deem
appropriate.

In performing its oversight role, the Audit Committee has reviewed and discussed with management
Omnicom's audited 2007 financial statements as of December 31, 2007. The Committee has also discussed with
KPMG LLP the matters required to be discussed under all relevant professional and regulatory standards, which
included discussion of the quality of Omnicom’s accounting principles, the reascnableness of significant
judgments and the clarity of disclosures in the financial statements. The Committee has received and reviewed
the written disclosures and the letter from KPMG LLP required under all relevant professional and regulatory
standards, and has discussed with KPMG LLP its independence.

Based on the review and discussions réferred to in this Report, the Audit Committee recommended to the
Board that the audited financial statements of Omnicom for the year ended December 31, 2007 be included in
its Annual Report on Form 10-K for the ﬁs?al year ended December 31, 2007 for filing with the SEC.
Members of the Audit Committee '

John R. Murphy, Chairman
Robert Charles Clark

Errol M. Cook

Michael A. Henning
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ITEMS TO BE VOTED ON

Item 1 — Election of Directors

The current 11 members of the Board have been nominated to continue to serve as directors for another
year. All of the nominees have been recommended for re-election to the Board by our Governance Committee
and approved and nominated for re-election by the Board.

The Board recommends that shareholders vote FOR all nominees.

The Board has no reason to believe that any of the nominees would be unable or unwilling to serve if
elected. If a nominee becomes unable or unwilling to accept nomination or election, the Board prior to the
meeting may select a substitute nominee or undertake to locate another director after the meeting. If you have
submitted a proxy and a substitute nominee is selected, your shares will be voted for the substitute nominee.

In accordance with our by-laws, directors are elected by a plurality of the votes cast. That means the
nominees will be elected if they receive more affirmative votes than any other nominees. Qur form of proxy
permits you to withhold your vote for particular nominees. However, shares represented by proxies so
designated will count as being present for purposes of determining a quorum and will not affect whether a given
nominee is elected because directors are elected by a plurality of the shares voted at a meeting at which a
quorum is present. Such proxies may also be voted on other matters, if any, that may be properly presented at
the meeting.

Set forth below is biographical and other information, as of the date of the mailing of this Proxy
Statement, about our nominees for election as director, which was confirmed by them for inclusion in this Proxy
Statement.

P John . Wren Mr. Wren 1s President and Chief Executive Officer of Omnicom, a
T Y Age: 55 position he has held since January 1997. Prior to 1997, he served as
« =W Director since 1993 President of Omnicom.
0
Bruce Crawford Mr. Crawford is Chairman of the Board of Omnicom, a position he
Age: 79 has held since 1993. He is Honorary Chairman of the Board of The
Director since 1989 Metropolitan Opera and Chairman Emeritus of Lincoln Center. He is

Chairman of the Board  also a Director of Venetian Heritage and The Animal Medical Center.
and Chairman of the
Finance Committee

Robert Charles Clark  Mr. Clark is a Harvard University Distinguished Service Professor,

Age: 64 Harvard Law School. He was Dean and Royall Professor of Law at

Director since 2002 Harvard Law School from July 1989 through June 2003. He has

Member of the Audit and served as a professor of law at Harvard Law School since 1978, and

Governance Commitiees  before that, was a tenured professor at Yale Law School. His
specialty is corporate law. Mr. Clark is also a director of Time
Warner Inc. and a member of the Board of Trustees of Teachers
Insurance and Annuity Association (TIAA).
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Leonard S. Coleman, Jr.
Age: 59

Director since 1993
Member of the
Compensation and
Governance Committees

Errol M. Cook

Age: 68

Director since 2003
Member of the Audit and
Governance Committees

Susan S. Denison
Age: 62

o Director since 1997

Member of the
Compensation and

E Governance Committees

Michael A. Henning
Age: 67

% Director since 2003

Member of the Audit
and Compensation
Committees

John R. Murphy

Age: 74

Director since 1996
Chairman of the Audit

| Committee and member

L of the Finance Committee

John R. Purcell

Age: 76

Director since 1986
Chairman of the
Governance Committee
and member of the
Finance Committee

Mr. Coleman was Senior Advisor, Major League Baseball from 1999
unti] 2005. Previously, he was Chairman of Arena Co., a subsidiary
of Yankees/Nets, until September 2002. Before that, he was
President, National League, Major League Baseball. Mr. Coleman is
a director of Avis Budget Group, H.J. Heinz Corporation, Churchill

Downs Inc. and Electronic Arts Inc.
|

Mr. Cook is a private investor and consultant. Previously, he was a
managing director and partner of Warburg Pincus from March 1991
until his retirement in February 1999. Before that, Mr. Cook was a
S“enior Partner of Ernst & Young (August 1961-September 1989}
and a Managing Director of Schroders (September 1989-March
1991).

|

Ms. Denison is a partner of Cook Associates, an executive search
firm, a position she has held since June 2001. Previously, she served
as a Partner at TASA Worldwide/Johnson, Smith & Knisely and the
Cheyenne Group. She also served as Executive Vice President,
Madison Square Garden and Executive Vice President and General
Manager at Showtime Networks. Ms. Denison is also a director of
InterCure, Inc.

Mr. Henning was Deputy Chairman of Emst & Young from
December 1999 to October 2000 and Chief Executive Officer of
Ernst & Young International from September 1993 to December
1999. He is also a director of CTS Corporation, Landstar System,
Inc. and Highlands Acquisition Corp.

Mr. Murphy is Vice Chairman of National Geographic Society, a
position he has held since March 1998. From May 1996 until March
1998, Mr. Murphy was President and Chief Executive Officer of
National Geographic Society. He is a trustee of Mercer University, a
tristee and Chairman of the Board of the PNC Mutual Funds and
Cl?airman of the Board of the PNC Alternative Fund. Mr. Murphy is
also a past president of the U.S. Golf Association.

‘

Mr. Purcell is Chairman and Chief Executive Officer of Grenadier
Associates Ltd., a merchant banking and financial advisory firm. He
served as Chairman of Donnelley Marketing, Inc., a database direct
marketing firm, from 1991 to 1996. He formerly served as Chief
Executive Officer of SFN Cos. Inc., as Executive Vice President of
CBS, Inc. and as Senior Vice President & Chief Financtal Officer of
Gannett Co., Inc.

26




Linda Johnson Rice Ms. Rice is President and Chief Executive Officer of Johnson
Age: 50 Publishing Company, Inc., positions she has held since 2002.
Director since 2000 Ms. Rice is also a director of Kimberly-Clark Corporation and
Member of the MoneyGram International, Inc.

Compensation and

Governance Committees

3 Gary L. Roubos Mr. Roubos was Chairman of Dover Corporation, a diversified

" Age: 71 industrial manufacturing corporation, from May 1989 to May 1999,
Director since 1986 and Chief Executive Officer of that company from January 1981 to
| Chairman of the May 1994, He is also a director of Voyager Learning Company.

¥ Compensation

Committee and member

of the Finance Committee

Item 2 — Ratification of the Appointment of Independent Auditors

In accordance with the Audit Committee’s charter, the Audit Committee has appointed KPMG LLP as our
independent auditors for our fiscal year ending December 31, 2008. We are submitting the selection of our
independent auditors for shareholder ratification at the 2008 Annual Meeting. KPMG LLP has been our
independent auditor since June 2002.

Representatives of KPMG LLP are expected to be present at the 2008 Annual Meeting, will have the
opportunity to make a statement if they desire to do so and are expected to be available to respond to appropriate
questions.

The Audit Committee is not bound by the results of the vote regarding ratification of the independent
auditors, If our shareholders do not ratify the selection, the Audit Committee will reconsider whether to retain
KPMG LLP, but still may retain them. Even if the selection is ratified, the Audit Committee, in its discretion,
may change the appointment at any time during the year if it determines that such a change would be in the best
interests of Omnicom and its shareholders.

The Board recommends that shareholders vote FOR ratification of the appointment of KPMG LLP
as our independent auditors.

Approval of this proposal requires the favorable vote of the holders of a majority of the shares voting on
the proposal.

INFORMATION ABOUT YOTING AND THE MEETING

Quorum; Required Vote; Effect of an Abstention and Broker Non-Votes

More than 50% of the shares entitled to vote will constitute a quorum for the transaction of business at the
2008 Annual Meeting. Abstentions and broker non-votes will be counted for purposes of determining whether a
quorum exists. Broker non-votes are proxies returned by brokers or other nominees who do not vote on a
particular item because they did not receive instruction from the beneficial owner and were not permitted to
exercise discretionary voting authority. If a quorum is not present, the shareholders who are present or
represented may adjourn the meeting until a quorum exists. The time and place of the adjourned meeting will be
announced at the time the adjournment is taken, and no other notice need be given. We will, however, publish a
press release if the meeting is adjourned to another date. An adjournment will have no effect on business that
may have already been conducted at the meeting.
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In order to ratify the appointment of KPMG LLP as our independent auditors, assuming a quorum exists,
the affirmative vote of the holders of a majority of the shares represented at the meeting and actually voted is
required. In order to obtain approval of the election of any nominee as a director, assuming a quorum exists, a
plurality vote is required. Abstentions; broker non-votes and withheld votes will not be considered as votes cast
in favor or against any proposal. As a result, abstentions, broker non-votes and, in the case of election of
directors, withheld votes, will have no effect on the matters brought to a vote at the meeting.

Voting

You can vote your shares by pro;%y card, through the Internet, by telephone or in person. We have adopted
the Internet and telephone voting procedures to authenticate shareholders’ identities, to allow shareholders to
provide their voting instructions and to confirm that their instructions have been recorded propetly. By
submitting your proxy through the Internet, by telephone or by using the proxy card, you will authorize two of
our officers or their designees to represent you and vote your shares at the meeting in accordance with your
instructions or, if no instructions are given, in their discretion. They may also vote your shares to adjourn the
meeting and will be authorized to vote your shares at any adjournments or postponements of the meeting.

Fidelity Management Trust Company, as trustee under our retirement savings plan, and Computershare
Trust Company, Inc., as administrator of our employee stock purchase plan, will vote common stock held in the
plans as indicated by participants in whose accounts the shares are held, whether or not vested, on their proxies.
Please note that your shares held in eitber plan will be voted as you instruct if your proxy card, telephone or
Internet voting instructions are received on or before 11:59 p.m. Eastern Daylight Time on Tuesday, May13,
2008. In accordance with the terms of the retirement savings plan, Fidelity Management Trust Company will
vote all shares for which it does not receive voting instructions by the deadline provided above in the same
proportion on each issue as it votes the shares for which it does receive instructions. In accordance with the
terms of the employee stock purchase plan, Computershare Trust Company, [nc. will not vote shares for which
it does not receive voting instructions by the deadline provided above.

Voting by Street Name Holders k

If you are the beneficial owner of shares held in “street name” by a broker, bank or other nominee, the
broker, bank or other nominee, as the record holder of the shares, is required to vote those shares according to
your instructions. Your broker, bank or other nominee should have sent you a voting instruction card for you to
use in directing it on how to vote your shares.

Under existing rules, if your broker holds your shares in its name and you have not given voting
instructions, your broker nonetheless has the discretion to authorize the designated proxies to act, except on
certain matters. As such, they could vote in respect of the election of directors and the ratification of the
appointment of KPMG LLP as our independent auditors.

i

“Default” Voting |

If you submit a proxy but do not indicate any voting instructions, your shares will be voted FOR the
election of all nominees for director and FOR the ratification of the appointment of KPMG LLP. If any other
business properly comes before the shareholders for a vote at the meeting, your shares will be voted according
to the discretion of the holders of the proxy.

Right to Revoke

If you submit your proxy, you may change your voting instructions at any time prior 10 the vote at the
2008 Annual Meeting. For shares held directly in your name, you may change your vote by granting a new
proxy, through the Internet, by telephong or in writing, which bears a later date (thereby automatically revoking
the earlier proxy) or by attending the Annual Meeting and voting in person. For shares beneficially owned by
you, but held in “street name” by a broKer, bank or other nominee, please refer to the information forwarded to
you by your broker, bank or other nominee for instructions on revoking or changing your proxy.

Tabulation of Votes ;

Mellon Investor Services will act as inspectors at the 2008 Annual Meeting. They will determine the
presence of a quorum and will tabulate and certify the votes.
!

i 28




ADDITIONAL INFORMATION

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934 requires our directors and executive officers, and
persons who own more than 10% of our common stock, to file reports of ownership and changes in ownership
of our common stock with the SEC. Purchases and sales of our common stock by such persons are published on

our website at http://www.omnicomgroup.com.

Based solely upon a review of the copies of such reports filed with the SEC, and on written representations
from our reporting persons, we believe that all Section 16(a) filing requirements applicable to our executive
officers, directors and persons who own more than 10% of our common stock were complied with during 2007,
with the following exceptions. Last year, Peter Mead and Michael Birkin each filed a late Form 4 to report a
transaction that should have been reported earlier on a Form 4. These reports were filed late due to
administrative oversight.

Transactions with Related Persons

We review all relationships and transactions between Omnicom or its subsidiaries and related persons to
determine whether such persons have a direct or indirect material interest. Related persons include any director,
nominee for director, officer or their immediate family members. Although we do not have a written policy
governing such transactions, Omnicom’s legal staff is primarily responsible for the development and
implementation of processes and controls to obtain information from the directors and officers with respect to
related person transactions and for then determining, based on the facts and circumstances, whether the
company or a related person has a direct or indirect material interest in the transaction. As part of this process,
and pursuant to our Audit Committee’s charter, the Audit Committee reviews our policies and procedures with
respect to related person transactions. These policies and procedures have been communicated to, and are
pertodically reviewed with, our directors and executive officers, and the Audit Committee documents in its
minutes any actions that it takes with respect to such matters. Under SEC rules, transactions that are determined
to be directly or indirectly material to Omnicom, its subsidiaries or a related person are required to be disclosed
in Omniccm’s Proxy Statement. In the course of reviewing a related party transaction, Omnicom considers (a)
the nature of the related person’s interest in the transaction, {b) the material terms of the transaction, {c) the
importance of the transaction to the related person and Omnicom or its subsidiaries, (d) whether the transaction
would impair the judgment of a director or officer to act in the best interest of Omnicom, and (e) any other
matters deemed appropriate.

Based on the information available to us and provided to us by our directors and officers, we do not
believe that there were any such material transactions in effect since January 1, 2007, or any such material
transactions proposed to be entered into during 2008.

Expense of Solicitation

We will bear all costs of this proxy solicitation. Proxies may be solicited by mail, in person, by telephone
or by facsimile or electronic transmission by our officers, directors, and regular employees. We may reimburse
brokerage firms, banks, custodians, nominees and fiduciaries for their expenses to forward proxy materials to
beneficial owners. We have retained D.F. King & Co., Inc. to assist in the solicitation of proxies. For these
services, we will pay D.F. King & Co. a fee of approximately $9,000 and reimburse it for certain out-of-pocket
disbursements and expenses.

Incorporation by Reference

To the extent that this Proxy Statement is incorporated by reference into any other filing by Omnicom
under the Securities Act of 1933 or the Securities Exchange Act of 1934, the sections of this Proxy Statement
entitled “Executive Compensation: Compensation Committee Report,” “Audit Related Matters: Audit
Committee Report” (to the extent permitted by the rules of the SEC) will not be deemed incorporated, unless
specifically provided otherwise in such filing.
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Availability of Certain Documents

This Proxy Statement and our 2007 Annual Report to Shareholders are available, beginning April 4, 2008,
at our website at hanL___,gmmp_mngmup_mm Additionally, and in accordance with the new SEC rules, you
may access our Proxy Statement at hittg://bnymellon. mobularnet/bnymellon/ome, which does not have
“cookies” that identify visitors to the site. You also may obtain a copy of this document, our 2007 Annual
Report on Form 10-X filed with the SEIC, our Corporate Governance Guidelines, our Code of Conduct, our
Code of Ethics for Senior Financial Officers and the charters for our Audit, Compensation, Governance, Finance
and Qualified Legal Compliance Committees, without charge, by writing to: Omnicom Group Inc., 437
Madison Avenue, New York, New York 10022, Attn: Corporate Secretary. All of these documents also are
available through our website at hnp,jﬁv_,gmnmmmp_,ggm Please note that the informaticn contained on
our website is not incorporated by refe{ence in, or considered to be part of, this Proxy Statement.

Delivery of Documents to Shareholdeis Sharing an Address

If you are the beneficial owner of shares of our common stock held in “street name” by a broker, bank or
other nominee, your broker, bank or other nominee may only deliver one copy of this Proxy Statement and our
2007 Annual Report to multiple shareholders who share an address unless that broker, bank or other nominee
has received contrary instructions from one or more of the sharcholders at a shared address. We will deliver
promptly, upon written or oral request, a separate copy of this Proxy Statement and our 2007 Annual Report to a
shareholder at a shared address to which a single copy of the documents was delivered. A shareholder who
wishes to receive a separate copy of the Proxy Statement and Annual Report, now or in the future, should
submit this request by writing to: Omnicom Group Inc., 437 Madison Avenue, New York, New York 10022,
Attn: Corporate Secretary ot calling our corporate secretary at (212) 415-3600. Beneficial owners sharing an
address who are receiving multiple copies of Proxy Statements and Annual Reports and who wish to receive a
single copy of such materials in the future will need to contact their broker, bank or other nominee to request
that only a single copy of each documf%nt be mailed to all shareholders at the shared address in the future.

SHAREHOLDER i’ROPOSALS FOR THE 2009 ANNUAL MEETING

Any shareholder who wishes to prcsent a proposal for inclusion in next year’s Proxy Statement and form
of proxy must deliver the proposal to our principal executive offices no later than the close of business on
December 26, 2008. Proposals should be addressed to: Omnicom Group Inc., 437 Madison Avenue, New York,
New York 10022, Aun: Corporate Secretary.

Our by-laws require that written notice of the proposal be provided to our corporate secretary no less than
60 days prior to the date set for the meeting, which was March 17, 2008 for the 2008 Annual Meeting. In order
for a nomination or proposal to be considered, the notice must include, as to each nominee (if applicable) and
the submitting shareholder, the inform:?;\tiOn as to such nominee and shareholder that would be required to be
included in a proxy statement under the proxy rules of the SEC if such shareholder were to'solicit proxies from
all shareholders of Omnicom for the election of such nominee as a director or approval of such proposal and
such solicitation were one to which Rules 14a-3 to 14a-12 under the Securities Exchange Act of 1934, as
amended, apply. A copy of the applicable by-law provisions may be obtained, without charge, upon written
request addressed to: Omnicom Group Inc., 437 Madison Avenue, New York, New York 10022, Attn: Corporate
Secretary. As the rules of the SEC maKe clear, simply submitting a proposal does not guarantee its inclusion.

MICHAEL J. O’BRIEN
Secretary

New York, New York
Aprii 4, 2008
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1. Election of Directors
@1 John 0. Wren

02 8Sruce Crawford ioLE ”ﬁm‘?\ﬂ’
03 Robert Charles Clark

04 Leonard S. Coleman, Jr. HOMINEES NOMINEES
05 Errol M. Cook

06 Susan 8. Denison
07 Michael A. Henning
08 John R. Murphy FOR all, except vate WITHHELD trom the following nominees):
09 John R. Purcell

10 Linda Johnson Rice
11 Gary L. Rouhos FOR AGAINST  ABSTAIN

2. Ratitication of KPMG LLP as our
independent avditors tor 2008

The Board of Directors recommends that you vote FOR ltems 1 and 2.

—

Signature Joint Signature if held joinily Dites . 2008
Please sign exactly 35 your name appears on this proxy. If stock.is held in the name of joint hoiders, each should sign. Uf you are signing as a trustee, executor, efc., please so-indicate. Please mark, sign, date and mail this card promptly
in the postage prepaid return envelope provided.

A FOLD AND DETACH HERE A

Dear Shareholder:

For your reference, the Proxy Statement to solicit proxies for our 2008 Annual Meeting of Shareholders and our 2007
Annual Report to Shareholders are available, beginning April 4, 2008, at our website at http://www.omnicomgroup.com.
Additionally, and in accordance with the new SEC rules, you may access our Proxy Statement by following the
instructions included in the Notice of Internet Availability of Proxy Materials we mailed on or about April 4, 2008.

We have established different ways to vote your shares. You may appoint your proxies to vote your shares by mailing
the enclosed proxy card, or through the Internet or via toli-free telephone, 24 hours a day, 7 days a week. Please note
that afl proxy appointments through the Internet or by telephone must be received by 11:59 p.m. Eastern Time, on
Tuesday, May 13, 2008, for shares held in our employee plans and by 11:59 p.m. Eastern Time, on Thursday, May 15,
2008, for all other shares.

To vote over the Internet:
» Log on to the Internet and go to the website: http://www.proxyyoting.com/omc
+ Have this proxy card ready
» Follow the instructions that appear on your computer screen
To vote over the telephone:
« On a touch-tone telephone, call 1-866-540-5760
« Have this proxy card ready
= Follow the recorded instructions

Your Internet or telephone authorization allows the named proxies to vote your shares in the same manner as if you
marked, signed and returned your proxy card.

If you elect to appoint your proxies by Internet or by telephone, you do NOT need to mail back your proxy card.



|
OMNICOM GROUP INC.
437 Madison ;Avenue * New York, New York 10022

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS
FOR THE 2008 ANNUAL MEETING OF SHAREHOLDERS TO BE HELD ON MAY 16, 2008.

The undersigned hereby appoints Randall J. Wergenburger and Michael J. O'Brien, and each of them, as proxies, each with
full power of substitution, to vote all shares of common stock of Omnicom Group Inc. that the undersigned is entitled to vote
at the 2008 Annual Meeting of Shareholders to be held on May 16, 2008, and at any postponements or adjournments
thereof, as specified on the reverse of this proxy card and in their discretion upon such other matters as may properly come
before such Annual Meeting and at any postponements or adjournments thereof. Receipt of the Notice of the Meeting and
the accompanying Proxy Statement is hereby acknowledged.

This proxy, when properly executed, will be voted in the manner directed by you if received by 11:59 p.m. Eastern Time, on
Thursday, May 15, 2008. If you do not give any direction, this proxy will be voted FOR Items (1) and (2) and in the
discretion of the proxies upon such other matters as may properly come before the Annual Meeting.

If the undersigned is a participant in our employee retirement savings plan and/or our employee stock purchase plan and
has Omnicom stock allocated to his or her aocount(s) then the undersigned directs the trustee or the administrator ot the
relevant plan likewise to appoint the above- named individuals as proxies to vote and act with respect to all shares of such
stock so allocated in the manner specified on the reverse of this card and in their discretion on all other matters as may
properly come before the meeting. If you are such a participant and your voting instructions are not received by 11:59 p.m.
Eastern Time, on Tuesday, May 13, 2008, the trustee of the employee retirement saving plan will vote your plan shares in
the same proportion as it votes all other shares in the plan for which it has received timely voting instructions and the
administrator of the employee stock purchase plan will not vote your shares.

Please specify your choices by marking the appropriate boxes on the REVERSE SIDE. You need not mark any
boxes if you wish to vote in accordance with the Board of Directors’ recommendations. It is important that your
shares are represented at this meeting, whether or not you attend the meeting in person. Therefore, please
complete the reverse side and mail it or use' our Internet or toll-free telephone voting system explained on the
reverse side.

(Continued and tobe dated and signed on the reverse side)

A FOLD AND DETACH HERE A

FOR INTERNET AND TELEPHONE PROXY INSTRUCTIONS, SEE REVERSE SIDE

END



